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REG-1-001 NATURE OF THE SALES TAX

001.01 The sales tax is imposed upon the grosfptedrom all sales, leases, rentals,
installation, application, repair, or maintenan€éangible personal property, the gross receipts
of every person providing or installing utility seres, the gross receipts of a retailer of
intellectual or entertainment properties, the gresgipts from the sale of admissions, the gross
receipts from renting or furnishing accommodation&dging for periods of less than thirty
days, and the gross receipts from the sale or girayiof certain enumerated services. (Reg-1-
007, Gross Receipts)

001.01A For the purposes of the sales and usestatations, the term property shall
mean all tangible and intangible property, right&nses, and franchises subject to tax
under section 77-2703(1) of the Nebraska Revisatutes.

001.02 This tax is not upon the article sold, lgpvn the transaction called the sale. The
term "sale" includes installment, conditional aneldit sales, and includes any transfer of title or
possession, segregation in contemplation of tramgfatle or possession, exchange, barter, lease
or rental, conditional sale, or otherwise in anynmex or by any means for a consideration.

001.03 The amount of sales tax collected is d twnsl held by the collector that belongs
to the state. Any sales tax that is improperlyrooreously collected also belongs to the state and
must be remitted.

(Sections 77-2702.07, 77-2702.14, 77-2702.15, TR, and 77-3905(6), R.R.S. 2003.
October 1, 2003.)

REG-1-002 CONSUMER'S USE TAX

002.01 The sales and use taxes complement eashaotth together provide a uniform tax
upon either the sale, lease, rental, use, stodigfeipution, or other consumption of all tangible
personal property and on any intangible propertyesvices the gross receipts of which are
included in the measure of the sales tax underose¢?7-2703(1). Use tax is not a duplication of
the sales tax. The storage, use, distributionfleeracconsumption of any item is taxable if the
purchase of the item would be taxable if the tratfisa was completed in this state.

002.02 The consumer's use tax is imposed upostonage, use, distribution, or other
consumption of any tangible personal property amarmy intangible property or services the
gross receipts of which are included in the meastitke sales tax under section 77-2703(1).
The consumer's use tax applies when the salesatardt been paid. It is presumed that any
property or services sold, leased, or rented bypengon for delivery in this state is sold, leased,
or rented for storage, use, distribution, or ottersumption in this state until the contrary is
established. The burden of proving that any propariservices delivered in this state is
delivered for a purpose other than storage, ustjlition, or other consumption in this state is
on the person who purchases, leases, or rentsdperpy or services.
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002.03 Consumer's use tax is paid directly td\bbraska Department of Revenue by the
purchaser. A permit is not necessary or required.

002.04 Consumer's use tax does not apply to tlesviog:
002.04A Transactions upon which the Nebraska salebas been paid;

002.04A(1) See requirements for remitting saledtakolders of direct
payment permits in Reg-1-097, issuers of certiisaif exemption for
multiple points of use, Reg-1-104, or certificabéexemption for direct
mail, Reg-1-105.

002.04B Storage, use, or other consumption of ptppe services exempt from sales
tax;

002.04C Transactions where the tax has been pyopeid on the sale, purchase, use, or
other consumption of property or services in anoghate at a rate equal to or greater than
the rate in Nebraska. (Reg-1-071, Credit for Taxl BRaAnother State);

002.04D Transactions where the item purchased éws bised for its intended purpose in
another state. This exemption does not apply t@meghicles, motorboats, or airplanes;
and

002.04E Transactions where the item was purchasadather state, is stored in
Nebraska, and is subsequently taken to and usaabitner state without any use other
than storage in this state.

002.05 Consumer's use tax will apply to the foltayv

002.05A Purchases for delivery in Nebraska fromadtgtate retailers when the
applicable sales and use tax has not been paid;

002.05B Retail purchases made in this state wheapplicable sales tax has not been
paid;

002.05C Purchases at retail from federal governmagancies and instrumentalities not
required to act as collectors of Nebraska salesetax;

002.05D Purchases where an exempt sale certificageoriginally given, but the
property or service is subsequently put to a taxabg;

002.05E Use of property or services originally fnased tax free for resale purposes but
which is later consumed for personal needs or aoasduby or within the business;

002.05F Purchases from out-of-state retailerseofist exempt in the other state that are
used in this state and would be taxable if purath@s¢his state; or
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002.05G Purchases that are manufactured, processidbricated in another state and
that are not used for their intended purposesdrother state after its manufacture,
processing, or fabrication.

002.06 If a purchaser who gives a Resale Certifiogakes any use of the property other
than retention, demonstration, or display whiledimad such property for sale, lease, or rental in
the regular course of business, the use shalX¥ableato that purchaser as of the time when the
property is first so used. Except for a purcha$eiraraft as provided in Reg-1-067, Aircraft and
Related Services, the sales price of that propertym or her shall be deemed the measure of the
use tax and the tax rate to be applied will ber#ite in effect at the time of use.

002.07 The amount of consumer's use tax is cordpatenultiplying the purchase price
of the property or service by the applicable rateffect at the time of use. The rate applicable
for consumer's use tax is the same as the rasales tax. Purchase price means the total amount
of consideration for the property or services reeeiand includes cash, credit, property, and
services rendered.

002.08 Those persons holding a sales tax perilk @i the return required thereby,
report and pay all consumer's use tax for whicly e liable.

002.09 Persons not required to hold a sales taripkbut who are liable for consumer's
use tax shall obtain a consumer's use tax retumeport and pay the tax directly to the
Nebraska Department of Revenue. Unless otherwigeresl by the Nebraska Department of
Revenue, such consumers shall file returns annifahg tax will not exceed nine hundred
dollars ($900.00). If the tax is expected to beveein nine hundred dollars ($900.00) and three
thousand dollars ($3,000.00), the returns shafilée quarterly. All others shall file monthly.

002.09A Persons who are Model 1, 2, or 3 selleng faldlow the filing frequency
guidelines outlined in the Streamlined Sales Tare&gent.

002.09B Persons who are registered under the Stnemhbales Tax Agreement, do not
have a legal requirement to register in the statd,are not Model 1, 2, or 3 sellers may
follow the filing frequency guidelines outlined tine Agreement.

002.10 Returns, properly signed and accompanigérnijttance, will be considered
timely filed if mailed, postage prepaid, on or befthe twenty-fifth day of the month following
the close of the reporting period. When the twdiitlg-day falls on a Saturday, Sunday, or an
approved holiday, the return will be consideredetinfiled if mailed, postage prepaid, on the
next succeeding day which is not a Saturday, Syrategn approved holiday. A United States
Postal Service postmark will be conclusive evidesicihe date of mailing for the purpose of
timely filing a return.

002.10A The Tax Commissioner will comply with tleerhat for filing methods and
payment methods pursuant to the Streamlined Sabe#greement for Model 1, 2, or 3
sellers.

002.11 Remittance must accompany the return amal the form of a check, draft,
money order, or other payment method as approvedeoyax Commissioner made payable to
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the Nebraska Department of Revenue. Cash, post-dhezks, or postage stamps must not be
sent as payment. Cash may be used when paymeats imperson at an office of the
Department of Revenue.

(Sections 77-1702, 77-1784, 77-2701.42, 77-27043&704.31, 77-2706(3), and 77-2708(1),
R.R.S. 2003, and sections 77-2703(2), and 77-270R3%.Supp., 2004; and Penney Co., Inc. v.
Balka, 254 Neb.521 (1998). April 12, 2005.)

REG-1-003 NON-NEXUS SELLERS

003.01 The responsibility to collect tax doesnest solely on Nebraska-based sellers.
Every out-of-state seller, except as set out & tbgulation, making retail sales of property or
services for delivery in the State of Nebraskaeasing or renting property with delivery to
lessees within this state must obtain a permitecgland remit Nebraska sales tax.
003.02 The seller is not obligated to collect sédgswvhen he or she is not engaged in business in
this state as defined in Reg-1-004, Permits. Wherebligation to register for collection of the
Nebraska tax exists, the seller may make applicdtipa sales tax permit, and in fact is
encouraged to make application for such a pernotder that the appropriate use tax might be
collected from Nebraska customers. The Nebraskehpser is required to pay the use tax
liability directly to the Department of Revenue wreeuse tax is due and the retailer does not
have a permit in this state to collect, report, Bardit collections of use tax.

003.03 The Tax Commissioner may require non-negllers to file the same return as is
required from retailers collecting the sales taxabthe Tax Commissioner's discretion, to file a
separate return.

003.03A The Nebraska Department of Revenue encesinagailers in Nebraska who are
making sales in other states to become licensedaltett the appropriate tax for the
other state.

(Sections 77-2704.30, 77-2704.31, 77-2705, and70B@), R.R.S. 2003, and section 77-
2703(2), R.S.Supp., 2004. April 12, 2005.)

REG-1-004 PERMITS

004.01 Every person engaging in business as iferateNebraska must obtain a sales tax
permit by submitting a Nebraska Tax ApplicationflR@0, or register through an alternative
method as authorized under the Streamlined Saleégi@ement.

004.02 Engaging in business in this state meathsra@fudes any of the following:

004.02A Maintaining, occupying, or using permangoti temporarily, directly or
indirectly, or through an agent, by whatever namiéed, an office, place of distribution,
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sales or sample room or place, warehouse or stplage or other place of business in
this state;

004.02B Having any representatives, agents, safgstaavassers, or solicitors operating
in this state under the authority of the retaileasubsidiary of the retailer for the
purposes of selling, delivering, or taking of ol@ar any property;

004.02C Deriving receipts from the rental or leabproperty in this state;

004.02D Soliciting retail sales of property fronsidents of this state on a continuous,
regular, or systematic basis by means of advegtisinich is broadcast from or relayed
from a transmitter within this state or distributeam a location within this state;

004.02E Soliciting orders from residents of thatstfor property by mail, if the
solicitations are continuous, regular, seasonadystematic and if the retailer benefits
from any banking, financing, debt collection, orrkegting activities occurring in this
state or benefits from the location in this stétawdhorized installation, servicing, or
repair facilities;

004.02F Being owned or controlled by the same @stsrwhich own or control any
retailer engaged in business in the same or sifimlaof business in this state;

004.02G Maintaining or having a franchisee or lsmnoperating under the retailer's
trade name in this state if the franchisee or Beenis required to collect the tax under the
Nebraska Revenue Act of 1967; or

004.02H Doing any of the above as a retailer ofises or on behalf of a retailer of
services enumerated as taxable in Reg-1-007, Ressipts.

004.03 A separate application for each Nebradid fecation is required unless
applying through the Streamlined Sales Tax Agree¢men

004.04 Out-of-state retailers who are not engagédsiness as specified in 004.02, are
not required to obtain a permit. However, as aiserto their Nebraska customers, those retailers
are encouraged to obtain a license which allowsitteecollect and remit the tax in the same
manner as a retailer who is engaged in businegsssistate. This will preclude the purchasers
from having to accrue and remit their consumerestaz liability directly to the Department of
Revenue.

004.05 Upon examination and approval of the appba, the Department of Revenue
shall issue to the retailer the appropriate salepermit for each Nebraska business location.
The permit is permanent, not transferrable, antl vally for the retailer in whose name it is
issued and for the conduct of business at the plasignated. The permit must be conspicuously
displayed at the place of business.

004.05A Retailers moving their locations may fildl@braska change request to change
the location address shown on their permits. Nesnpe with the new address will be
issued.
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004.06 Retailers who temporarily will not be makamy sales, may cancel their permits.
When sales are resumed, the permits may be readstathout any charge.

004.07 Upon violation of any of the sales taxutest or regulations, the Department of
Revenue may revoke or suspend the permit or peahitge violator. The procedures for
revocation hearings are contained in Practice aade@lure Reg-33-008.

004.08 Anyone whose permit has been previouslgended or revoked shall pay the
Department of Revenue a fee of twenty-five dol(&25.00) for the renewal or reissuance of a
permit in the event of a first revocation, andyfiftollars ($50.00) for each successive revocation.
A new permit will not be issued to the same pensatil the Department of Revenue is satisfied
that such person will comply with the sales andtagestatutes and regulations.

004.09 Anyone who engages in business as a ratatlleis state without a permit or
permits or after a permit has been suspended,atddadficer of any corporation which so
engages in business, shall be guilty of a misdeore&ipon conviction thereof, such person and
each such officer shall be fined an amount nokteed five hundred dollars ($500.00) per each
day of operation.

(Sections 77-2701.13, 77-2705, and 77-2713(3),&.B03, and section 77-2703(2), R.S.Supp.,
2004. April 12, 2005.)

REG-1-005 RETAILERS AND SELLERS
005.01 Retailer means any seller and includes:

005.01A Any person engaged in the business ohsglleasing, or renting property or
services the receipts of which are subject to dabes

005.01B Any person engaged in the business of rgadales at auction of tangible
personal property for storage, use, or other copsom or who is collecting the
proceeds of an auction;

005.01C Any person who leases or rents tangibleopat property to another for storage,
use, or other consumption, except film rentals wdneadmission tax is charged and
railroad rolling stock interchanged pursuant toghavisions of the Interstate Commerce
Act;

005.01D Any person who is renting or furnishingdod) for periods of less than thirty
(30) days, except a facility which is either licedsunder the Health Care Facility
Licensure Act of the Nebraska Revised Statutesperated by an educational institution
established or recognized under Chapter 79 or 8&0dfNebraska Revised Statutes, in
which rooms are regularly used to house students é@nsideration for periods in excess
of thirty (30) days;
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005.01E Any person who is furnishing telephone, iledlelecommunications, telegraph,
gas, electricity, sewer, or water service;

005.01F Any person who is furnishing community oumty antenna television service or
satellite programming service;

005.01G Any person who is charging admissions, gxaémissions charged by
elementary or secondary schools, public or privatechool districts, student
organizations, or parent-teacher associations patso an agreement with proper school
authorities, or admissions to fund-raising eventbdllot question committees, candidate
committees, independent committees, and politiaglypcommittees that are registered
with the Political Accountability and Disclosure @mission or are for candidates for
federal office;

005.01H Any person who is renting or otherwise igliimg tangible personal property
under an agreement requiring the periodic cleaomgundering of such tangible
personal property;

005.01I Any person who is selling or otherwise pdog warranties, guarantees, service
contracts, or maintenance agreements covering leagatperty or services;

005.01J Any person who is selling or otherwise mhog computer software;

005.01K Any person making drop shipments from arbigta location to delivery
locations in Nebraska for an out-of-state retailp is not licensed in Nebraska for sales
tax;

005.01L Any contractor;

005.01M Any person who is selling live plants, ottiean as a part of the transfer of an
improvement to real estate or the real estate; and

005.01N Any person who is the promoter, operatoorganizer of a fair, flea market,
craft show, or similar event.

005.01N(1) Retailer does not include any personimgagales at a fair, flea market, craft
show, or similar event when the licensed promatpeerator, or organizer has arranged to
remit the sales tax on behalf of that person ferstow.

005.02 A person does not have to be engaged solalyetail business in order to be
liable for collecting, reporting, and remitting teales and use tax. Manufacturers, producers,
jobbers, or wholesalers are liable for collectiémthe tax to the extent that they make sales at
retail or have gross receipts which are taxableesSare sales for resale only if a resale certéica
is procured from the buyer. All other sales arespneed to be taxable.

005.03 Model 1 seller means a seller that hastselea certified service provider as its
agent to perform all the seller’s sales and usduastions, other than the seller’s obligation to
remit tax on its own retail purchases.
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005.04 Model 2 seller means a seller that hastselea certified automated system to
perform part of its sales and use tax functionsrét#tins responsibility for remitting the tax.

005.05 Model 3 seller means a seller that has salat least five member states of the
Streamlined Sales Tax Agreement, has total anmaled sevenue of at least five hundred million
dollars, has a proprietary system that calculdteamount of tax due each jurisdiction, and has
entered into a performance agreement with the mesthates that establishes a tax performance
standard for the seller.

(Sections 77-2701.21, 77-2701.22, 77-2701.23, OA0., 77-2701.32, and 77-2705, R.R.S.
2003. April 12, 2005.)

REG-1-006 RETAIL SALE OR SALE AT RETAIL

006.01 Retail sale or sale at retail means arey &dse, or rental for any purpose other
than for resale, sublease, or subrent.

006.01A Gross receipts from sales at retall in $kage are taxable except as otherwise
provided.

006.01B Retail sale includes the sale or exchahgeoperty or services for property, for
money, or for services. Retail sale includes eweysaction constituting a sale, whether
conditional, installment, credit, or otherwise.g@neral, retail sale or sale at retalil
includes all sales of tangible personal propentyfather items the gross receipts of
which are taxable. (Reg-1-007, Gross Receipts).

006.02 The test of a sale at retail is whetherodthe sale is to a purchaser for use or
consumption and not for resale. Services are giyneansumed by the purchaser and are only
rarely purchased for resale. (See Reg-1-013, SaRdsale, or Reg-1-023, Ingredient or
Component Part).

006.03 The question of who makes the sale is irari@t The controlling consideration is
whether it is a sale to a final consumer or usdrrant for resale.

006.04 The location of the sale is generally whbkespurchaser or lessee takes delivery
of the property or service.

006.04A The sale occurs in this state even ibinger intends to take the property or
service to another state.

006.04B Freight terms such as FOB shipping poir#@B destination, or declarations of
the parties made after the completion of the tretima are not sufficient to show where
the sale occurs.

006.05 If the location where the purchaser taleisety of the property or service cannot
be determined, the sale is taxed at the addressdqurchaser according to the retailer’s
records.
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006.06 If the retailer's records do not contaimddress for the purchaser, an address
obtained during the transaction, including fromegmpent document, may be used.

006.07 If the location of the sale cannot be aeteed under any of the above, the sale is
taxed at the location from which the property waipged, from which the digital goods or
computer software delivered electronically wag fingailable for transmission by the seller, or
from which the service was provided.

006.08 The sale of utilities occurs where the mstcated or the connection is
furnished.

006.09 A sale of a maintenance agreement witlcaolered property occurs where the
property is delivered, or where the motor vehitiailer, semitrailer, or motorboat is registered.

006.09A A sale of a maintenance agreement sepaoaitethe covered property occurs at
the location where the property being covered rsnadly used.

006.10 A sale occurs in another state when therselrequired by the terms of the sale
to deliver the property or service to a point adedihis state.

006.10A The Department of Revenue will assumedbévery is required when the item
is so large or dangerous that it requires speaiatiling, the seller normally provides the
special handling, and the seller actually delitbesitem in another state.

006.10B Acceptable proof of transportation outslde state is a wayhbill or bill of lading,
an insurance or other receipt issued by the UrSteties Postal Service, or a trip sheet
signed by both the seller's delivery agent angpdreon who received the goods.
006.10C If the property or service is returned abidska after delivery by the seller, it is
taxable in Nebraska. The buyer must pay the usditagtly to the Department of
Revenue.

006.11 The provisions of this regulation do ngilgpo motor vehicles, trailers, and
semitrailers which are sold, rented, or lease@é&iods of one year or more; to motorboats
which are sold, rented, or leased for periods efyear or more, or to sales of aircraft that do not
qualify as transportation equipment as definedag-R-019, Rental or Lease of Vehicles. See
also Reg-1-020, Motor Vehicles, Reg-1-067, Airceaftl Related Services, and Reg-1-096,
Motorboats, for the rules on these rentals andssale

(Section 77-2701.31, R.R.S. 2003, and sections7D2-34, 77-2703(1)(g), and 77-2703.01,
R.S.Supp., 2004. April 12, 2005.)

REG-1-007 GROSS RECEIPTS DEFINED

007.01 Gross receipts mean the total amount ofdleeor lease or rental price of retail
sales by retailers, valued in money, whether r@cki money or otherwise. Gross receipts
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includes the value of any property, services, couities, or precious metals, including gold or
silver coins, received. Gross receipts include:

007.01A The gross revenue received from the isgtali of, or from furnishing local
exchange telephone service, mobile telecommunitaervice, and intrastate message
toll telephone service, (Reg-1-065, Telephone agldgraph Communication Services);

007.01B The gross revenue received from the iasta of or furnishing intrastate
telegraph service, (Reg-1-065, Telephone and Tatdg€ommunication Services);

007.01C The gross revenue received from furnisgasy electricity, sewer and water
service, (Reg-1-066, Sewer and Water);

007.01D The gross revenue received from the ilastafl of or furnishing satellite
programming or community or county antenna televiservice, (Reg-1-081,
Community or County Antenna Television Service);

007.01E The gross revenue from admissions, (Reg41Admissions);

007.01F The gross revenue received from the sdee| rental, installation, application,
repair, or maintenance of tangible personal prgpertluding the sale through vending
machines to users or consumers, and also incluhradl sales on which no tax is
collected,

007.01G The gross revenue from lodging for anygaeless than thirty (30) days, (Reg-
1-046, Hotels, Lodgings, and Accommodations);

007.01H The gross revenue from the sale, leasnde; franchise or rental of intellectual
or entertainment properties, including computetvsarfe, videotapes and movie film,
(Reg-1-045, Motion Picture Film and Videotape armd)R-088, Computer Software);

007.01I The gross revenue from charges for delieerfyeight or for shipping and
handling received by the retailer, (Reg-1-026, Rt Carrying, Service, and Interest
Charges, Reg-1-079, Delivery Charges);

007.01J The gross revenue from the sale of maintenagreements, service contracts,
guarantees, or warranties, when the items covardtecervices to be provided are
taxable;

007.01K The gross revenue from computer softwaiaitrg, (Reg-1-088, Computer
Software);

007.01L The gross revenue from building cleaning @oaintenance services, (Reg-1-
098, Building Cleaning and Maintenance);

007.01M The gross revenue from pest control sesyid®eg-1-100, Pest Control
Services);
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007.01N The gross revenue from security or detecervices, (Reg-1-101, Security and
Detective Services);

007.010 The gross revenue from recreational vefiR\N® park services, (Reg-1-103,
Recreational Vehicle Park Services);

007.01P The gross revenue from motor vehicle wagshwaxing, towing, and painting,
(Reg-1-099, Motor Vehicle Services);

007.01Q The gross revenue from contractor labarg{R017, Contractors);

007.01R The gross revenue from animal specialtyices, (Reg-1-102, Animal Specialty
Services); and

007.01S The total amount of the sale without dedndor:

007.01S(1) The cost of materials used, labor ais®IcoSts, interest paid, losses,
or any other expense;

007.01S(2) The cost of transportation of property;

007.01S(3) The amount charged for warranties, gui@sa service contracts, or
maintenance agreements;

007.01S(4) Cash rebates or refunds paid by the factower to either the retailer
or the purchaser, (For rebates on motor vehicesReg-1-020, Motor Vehicles);

007.01S(5) The amount paid for any occupation taxregsort duties, or
manufacturer's excise taxes;

007.01S(6) The cost of any license, franchiseeasé for the use of computer
software or entertainment properties such as vagest or movie films; and

007.01S(7) Any mandatory charge required to be dilde purchase of an item
subject to tax.

007.02 The definition of gross receipts does nolude the following:
007.02A Discounts allowed and taken on sales, (R884, Cash Discounts);

007.02B The portion of the sales price of propezfynded to the customer either in cash
or credit, (Reg-1-025, Returned Articles);

007.02C Charges for financing, carrying chargesjse charges, and interest charges for
credit sales, (Reg-1-026, Finance, Carrying, Senand Interest Charges);

007.02D The value of property accepted as pamiasicleration on the retail sale of other
similar property, (Reg-1-029,Trade-ins or Exchaiges
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007.02E The amount collected for the federal luxexgise taxes on consumers; and

007.02F The amount charged for the federal red&ibh heavy trucks, trailers, and
tractors.

(Sections 77-2702.07 and 77-2702.17, R.R.S. 206&@er 1, 2003.)

REG-1-008 RECORDS

008.01 Every retailer is required to keep recamdsrder to determine the amount of tax
due. These records must include the normal booksadunt ordinarily maintained by the
average prudent businessman engaged in a similait\gdogether with all documents
supporting entries in the books of accounts. Sdaescand working papers used in the
preparation of the tax returns and all resale fagates and exemption certificates must be
retained.

008.01A Model 1, 2, and 3 sellers may maintain résdn accordance with the
Streamlined Sales Tax Agreement.

008.02 The records created at the time of saletalaythe form of sales slips, sales
invoices, guest checks, tally sheets, itemized, st other memoranda. A cash register tape may
be acceptable if it preserves sufficient informatitems may be described by a symbol if the
symbol is representative of a class of mercharmliservices which are always taxable or
exempt. If a vendor sells only exempt merchandise'iDepartment P", a description of such
merchandise as "Department P" is sufficient; predidthe vendor uses such symbol consistently
to describe the same merchandise. However, if doresells several types of merchandise, both
taxable and exempt, in a single department, hieorecords must individually identify the types
of merchandise which are exempt.

008.03 A retailer who maintains records whereammeunt of tax collected is commingled
with the receipts from the sale may determine tkxedreipts in the following manner:

008.03A The receipts from any sales which are $ipally exempt or otherwise excluded
from tax are subtracted from total receipts. Tmeaiader represents the receipts from the
taxable sales plus the tax collected.

008.03B The remainder is divided by one plus the oftax in effect.

008.03C The purpose of this portion of the regatats to permit the widest possible
latitude in the internal record systems of retail@nd to avoid requiring certain retailers
to compute and remit the tax on a base which ajreadudes the tax.

008.04 Every person storing, using, or otherw@esaming in this state property or
services must keep receipts, invoices, and oth#npat records as is necessary to establish the
amount of tax for which he or she is liable. Anygma having in his or her possession or custody
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information relating to sales of property or seegicthe storage, use, or other consumption of
which is subject to tax, may be required at angtimsubmit the names and addresses of the
purchasers, the sales price of the property, aadake of the sale.

008.05 The Tax Commissioner or any person autboiiz writing by him or her may
examine the books, papers, records, and equipramtygerson to ascertain or verify the
accuracy of any return filed, or, if no returniled by the person, to ascertain and determine the
amount required to be paid.

008.06 Records must be retained for a periodesstthan three years after the return is
filed, or while any refund claim or redeterminatioiha deficiency is pending, unless the
Department of Revenue, in writing, authorizes testruction at an earlier date. However, the
Department may issue a deficiency determinatiohiwitive years after any amount of tax is
determined due and payable when a properly contpletern has not been filed.

008.07 When records are missing, all gross rexzai# presumed to be taxable, or the
Department may estimate a person's liability farldased on what records are available. The
person required to keep the records has the buodgmow that the gross receipts are not taxable
or that the estimate is incorrect.

(Sections 77-2705(7), 77-2709(5)(c), and 77-2711@) and (6), R.R.S. 2003. April 12, 2005.)

REG-1-009 ACCOUNTING METHODS

009.01 Gross sales must be reported in accordaitite¢he method of accounting
regularly employed in keeping the books of theipaldr taxpayer. Retailers may use either the
cash basis, accrual basis, or any other generdlygnized accounting basis which correctly
reflects the operation of the business. When aledsaccounting has been adopted for reporting
sales tax, the retailer may not change that bdsisamunting without prior permission from the
Department of Revenue.

009.02 Retailers maintaining their regular boakd @ecords on the cash basis shall make
returns on the basis of cash received during thegeroviding this basis clearly reflects the
operation of the business.

009.03 Retailers maintaining their regular boaks secords on the accrual basis, or any
other basis of accounting recognized under geyenatiepted accounting principles, shall make
returns on that basis and shall report all salesrded during the period on the corresponding
Nebraska and City Sales and Use Tax Return, Form 10

009.04 As is explained in Reg-1-016, Changes te BATax, the basis on which returns
are required to be made shall also serve as the foasletermining the rate at which the tax is to
be collected by the retailer from the purchaser.
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009.05 Retailers maintaining their books and r@&@n the accrual basis, may elect to
defer remittance of sales tax not yet collectedredit, conditional, and installment sales. If such
election is made, it shall be pursuant to the ity condition:

009.05A The election must be submitted in writioglie Nebraska Department of
Revenue prior to the retailer's change in repoyting

009.05B Such election shall become effective tist flay of the month following the
month the notice of election is received by the &&pent; provided, such notice is
postmarked no later than the 15th day of the mdgidctions postmarked after the 15th
day of the month shall become effective the fiesg df the next succeeding month (i.e.,
election notice postmarked September 10, effectate of election, October 1, election
notice postmarked September 17, effective datdéeotien, November 1.)

009.05C The election will be acknowledged by th@&ement; such acknowledgment is
to be maintained with the retailer's records.

009.05D This option is available only to retailardso finance their own sales or discount
them to a qualified subsidiary corporation.

009.05D(1) Retailers who accept bank or similaditreards or who discount
their credit sales to a third party, may not défier sales tax remittance on these
sales. However, retailers who both carry their enedit and discount some credit
sales to a third party, may defer the sales taxtta@mse on that portion of credit
sales carried by the retailer.

009.05D(2) Retailers who discount their credit satea subsidiary corporation
may elect to defer the sales tax until the subsidiaceives payment on the
account. If the subsidiary corporation does noambé Nebraska sales tax permit,
the retailer must obtain a surety bond in favothefstate of Nebraska in an
amount not less than two (2) times the amount lekdax payable on outstanding
Nebraska accounts receivable held by the subsid&of the end of the prior
calendar year. The Nebraska Department of Reveilupravide the necessary
information and bond conditions upon written requEsach retailer maintaining a
surety bond, shall review the amount of each bdrteaclose of each calendar
year, adjusting same to reflect the minimum bomgirement.

009.05D(3) Failure of the subsidiary to maintasaées tax permit, or of the
retailer to maintain a bond in the required amainall result in all sales tax not
previously remitted on recorded sales becomingashaepayable. The tax must be
paid by the next required sales tax return filiaged

009.05E Once in effect, this election shall remaiforce for a period of not less than one
(1) year from the date the election becomes effecti

009.05F Retailers who wish to discontinue remittimgler this option and remit sales tax
in accordance with paragraph 009.03, are requarenbtify the Department. Payment of
all deferred sales taxes will be remitted on theixt required sales tax filing date
corresponding to the tax period within which théie®is received by the Department.
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Should a retailer discontinue business while umklieroption, all deferred sales taxes
must be remitted on their final sales tax return.

009.05G For retailers deferring sales tax remigtanthe amount of tax due on a sale is
determined by the sales tax rate in effect atithe the sale is recorded.

009.05H Retailers deferring sales tax remittanceuthis option do not qualify for the
bad debt deduction as sales tax is remitted dfeerdceipt of payment.(Reg-1-028, Bad
Debts)

(Sections 77-2703(1) and 77-2708(1)(b)(iv), R.SBup992. January 24, 1993.)

REG-1-010 THE SALES AND USE TAX RETURN

010.01 A return is required for each period ottiparof a period in which a sales tax
permit is active. The return must be filed for gvexx period even if there have been no sales.

010.02 The period is the reporting frequency agaed by the Department of Revenue.
Normally it will be monthly, but in the case of aders who have small tax liabilities, they may
be assigned either a quarterly or an annual fiieaguency.

010.02A Sellers who are Model 1, 2, or 3 sellery foHlow the filing frequency
guidelines outlined in the Streamlined Sales Tare&gent.

010.02B Sellers who are registered under the StmeaanSales Tax Agreement, who do
not have a legal requirement to register in theestnd who are not Model 1, 2, or 3
sellers may follow the filing frequency guidelinestlined in the Agreement.

~010.03 Sales tax permitholders must report anduaetdor gross receipts from sales and
services.

010.03A The form includes both a return for sagesand a return for use tax. Unless
there are amounts shown on the appropriate linasingn the form to the Department of
Revenue will not constitute the filing of eitherlmyth returns.

010.03B If the return is filed within twenty-fiveagls following the end of the preceding
tax period, the retailer is entitled to deduct arithhold a collection fee from the amount
of sales tax which otherwise would be due. No sinfgee is allowed to be deducted for
reporting consumer's use tax or tax remitted puntsioaa Direct Payment Permit.

010.03C The Tax Commissioner will comply with tleerhat for filing methods and
payment methods pursuant to the Streamlined Sabe#greement for Model 1, 2, or 3
sellers.
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010.04 Unless otherwise provided in the StreardlfBales Tax Agreement, the Tax
Commissioner may require that returns be signetthé@yerson required to file the return or by
his or her duly authorized agent.

010.05 Returns properly signed and accompanigéryttance will be considered timely
filed if actually received or if mailed, postageepaid, on or before the twenty-fifth day of the
month following the close of the reporting perivdhen the last day falls on a Saturday, Sunday,
or an approved holiday, the return shall be comeml&émely filed if actually received or if
mailed postage prepaid on the next succeeding thashvis not a Saturday, Sunday, or an
approved holiday.

010.05A A United States Postal Service postmarkbeilconclusive evidence of the date

of mailing for the purpose of timely filing a returWhen there is a private postage meter

mark and there is no United States Postal Senastnark, the return is filed on the date
received.

010.05B Failure to file the return or to remit ta@ due by the due date will subject the

taxpayer to a penalty equal to ten per cent ofitigaid tax or twenty-five dollars

($25.00), whichever is the greater amount. In amuitinterest will be imposed at the rate

specified in section 45-104.02 from the due dat&éodate payment is received.

010.06 Remittance must accompany the return amal the form of a check, draft,
money order, or other payment method as approvedeoyax Commissioner made payable to
the Nebraska Department of Revenue. Cash, post-dhezks, or postage stamps must not be
sent as payment. Cash may be used when paymeats imperson at an office of the
Department of Revenue.

(Sections 77-1702, 77-1784, 77-2705.01, 77-2705.02705.03, 77-2708(1), and 77-27,125,
R.R.S. 2003, and section 77-2712.05, R.S.Supp4.286ril 12, 2005.)

REG-1-011 BRACKET SYSTEM FOR ADDING AND COLLECTING SALES TAX

011.01 A bracket system correlating sales pridteécappropriate sales or use tax charge
may be used by the seller. Copies of the bracketdade established by the Department of
Revenue are available upon request.

011.02 The sales or use tax liability may be caegioy multiplying the sales price by
the applicable tax rate in effect. All persons gsmachine or computer billing are authorized by
the Department of Revenue to use a straight pexgeriasis of calculating the tax on such
billings. If the calculation of the tax resultsarfraction of a cent, the tax liability should be
carried to the third decimal place and roundedh¢ortearest whole cent. If the third decimal
place is four or less, round down and if the thietimal place is greater than four, round up.

011.03 Although retail sales may be made on whehax is collected because of the size
of the sale, e.g., a 10-cent sale, the receipts fnach sales are included in taxable sales on which
the retailer must compute and remit the tax.



Title 316 NEBRASKA DEPARTMENT OF REVENUE
Chapter 1 SALES AND USE TAX REGULATIONS

011.04 When more than one item is purchasedathey be computed on the total
amount of the combined taxable purchases or omtii@dual items. However, when the tax is
allowed to be included in the amount of the pureh#ise tax is computed on each item
separately, rather than on the total of all purebas

(Section 77-3,117, R.R.S. 2003, and section 77-4)(8, R.S.Supp., 2004. April 12, 2005.)

REG-1-012 EXEMPTIONS

012.01 Certain sales are exempt. Exempt salebecdivided into four groups. The four
groups are sales that are exempt because of:

012.01A The seller (entity-based exemption);

012.01B The item sold (product-based exemption);

012.01C The buyer (entity-based exemption); or

012.01D The buyer's intended use of the item (ased exemption).

012.02 The following are the sales that are exefiips listing does not contain an
explanation of the exemption. Refer to the regatateferenced at the end of the exemption for
definitions, explanations, and limitations.

012.02A Entity-based transactions which are exdmpause of the seller include:

012.02A(1) Meals served to students by schoolslestiuorganizations or parent-
teacher associations during the regular schoobday school functions not open
to the general public, (Reg-1-092, Educationalitusbns);

012.02A(2) Concession sales of food by elementadysgcondary schools at
events including those open to the public, (Red2;E&Educational Institutions);

012.02A(3) Admissions charged by schools, studegarazations, or parent-
teacher associations during the regular schoobday school functions including
those open to the public, (Reg-1-092, Educatiomstitutions);

012.02A(4) Sales by parent-booster clubs, pareuhir associations, parent-
teacher-student associations, or school-operabeessapproved by elementary or
secondary schools if the proceeds are used to gugpgwol activities or the
school itself, (Reg-1-092, Educational Institutigns

012.02A(5) Meals sold by churches at church fumstigReg-1-091, Religious
Organizations);
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012.02A(6) Meals served to patients and inmatd®epitals and other
institutions licensed by the state for the carburhan beings, (Reg-1-083, Food
Service);

012.02A(7) Rooms in a licensed health care faci(iReg-1-046, Hotels,
Lodgings, and Accommodations);

012.02A(8) Occasional sales, (Reg-1-022, Occasidakds); and
012.02A(9) Admissions charged or meals sold atipalifund-raising events by
ballot question committees, candidate committeeependent committees, and
political party committees, (Reg-1-090, Nonprofitg@nizations).

012.02B Product-based transactions which are exbagause of the item sold include:
012.02B(1) Aircratft fuels;

012.02B(2) Motor vehicle fuels as defined in Chap, article 4, of the
Nebraska Revised Statutes;

012.02B(3) Newspapers issued at least fifty-tweetm year, (Reg-1-054,
Newspapers);

012.02B(4) Prescription medicines, (Reg-1-050, Mieeis and Medical
Equipment);

012.02B(5) Insulin, (Reg-1-050, Medicines and MatEquipment);

012.02B(6) Animals ordinarily used as food for humecansumption, (Reg-1-062,
Animal Life);

012.02B(7) Lodging rented for thirty (30) days onger, (Reg-1-046, Hotels,
Lodgings, and Accommodations);

012.02B(8) Rental of rooms in dormitories operdig@n educational institution,
(Reg-1-046, Hotels, Lodgings, and Accommodations);

012.02B(9) Laundry and dry cleaning services thhotlng use of coin-operated
machines, (Reg-1-048, Laundries and Dry Cleaners);

012.02B(10) A motor vehicle purchased with fundstdbuted by the Veterans
Administration of the United States, (Reg-1-020 ttMd/ehicles);

012.02B(11) A motor vehicle purchased with fundstabuted by Nebraska
Health and Human Services Finance and Support-{Rg20, Motor Vehicles);

012.02B(12) Railroad rolling stock and replacemmants, (Reg-1-068,
Railroads);



Title 316 NEBRASKA DEPARTMENT OF REVENUE
Chapter 1 SALES AND USE TAX REGULATIONS

012.02B(13) Food, but not meals, for human consiomp{Reg-1-087, Food for
Human Consumption); and
012.02B(14) Nebraska Lottery tickets.

012.02C Entity-based transactions which are exdnagause of the buyer include:

012.02C(1) The United States government and ite@gs, (Reg-1-072, United
States Government and Federal Corporations);

012.02C(2) Organizations created exclusively fdigieus purposes, (Reg-1-091,
Religious Organizations);

012.02C(3) Nonprofit organizations providing seegexclusively to the blind,
(Reg-1-090, Nonprofit Organizations);

012.02C(4) Public or private Nebraska educatiomstitutions, (Reg-1-092,
Educational Institutions);

012.02C(5) Nonprofit Nebraska licensed hospit&gg-1-090, Nonprofit
Organizations);

012.02C(6) Nonprofit Nebraska licensed skilled mgdacilities, (Reg-1-090,
Nonprofit Organizations);

012.02C(7) Nonprofit Nebraska licensed intermedcaie facilities and nonprofit
Nebraska licensed intermediate care facilitieglermentally retarded, (Reg-1-
090, Nonprofit Organizations);

012.02C(8) Nonprofit Nebraska licensed home hesdémcies, hospices or
hospice services, or respite care services , (R&@R1Nonprofit Organizations);

012.02C(9) Nonprofit Nebraska licensed nursinglitées, (Reg-1-090, Nonprofit
Organizations);

012.02C(10) Nonprofit Nebraska licensed healthicdinwhen owned or
controlled by two or more nonprofit hospitals orig¥hreceive federal funds
through the U.S. Public Health Service, (Reg-1-08@nprofit Organizations);

012.02C(11) Nebraska child caring agencies licefizethe full-time custody
and care of children, (Reg-1-090, Nonprofit Orgatians);

012.02C(12) Nebraska licensed child placing agesn¢iReg-1-090, Nonprofit
Organizations);

012.02C(13) The State of Nebraska, (Reg-1-093, @ovental Units);
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012.02C(14) The State Fair Board, (Reg-1-090, Nofitg@rganizations);

012.02C(15) Any Nebraska county, township, cityyilage, (Reg-1-093,
Governmental Units);

012.02C(16) Any Nebraska elected county fair bogreg-1-093, Governmental
Units);

012.02C(17) Any Nebraska county or municipal ligrgReg-1-093,
Governmental Units);

012.02C(18) Any Nebraska rural or suburban firdgxton district, (Reg-1-093,
Governmental Units);

012.02C(19) Any Nebraska irrigation district, (Re@93, Governmental Units);

012.02C(20) Any Nebraska reclamation district, (Re@93, Governmental
units);

012.02C(21) The irrigation division of any Nebragkelic power and irrigation
district, (Reg-1-093, Governmental Units);

012.02C(22) A Native American Indian living on timelian reservation or a
Native American Indian Tribal Council when the sglevithin the boundaries of
an Indian Reservation;

012.02C(23) Certain foreign diplomats, (Reg-1-0J8ited States Government
and Federal Corporations);

012.02C(24) The American National Red Cross;
012.02C(25) Any Nebraska natural resource district;
012.02C(26) Any Nebraska airport authority;
012.02C(27) Any Nebraska drainage district;
012.02C(28) Another state or unit of governmentaother state, when the
other state grants a reciprocal exemption to N&brasd Nebraska political
subdivisions and the item purchased was indugqgalpment;
012.02C(29) The Nebraska Investment Finance Authand
012.02C(30) The Small Business Development Authorit
012.02D Use-based transactions are exempt becétlse murchaser's intended use of

the property. The consumer's use tax is due oe thess if they are used in a manner
other than originally intended. Included in thi®gp are sales of:
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012.02D(1) Property purchased to be resold pridneause of such property,
(Reg-1-013, Sale for Resale-Resale Certificate);

012.02D(2) Property which will be incorporated asrayredient or component
part of an item to be sold, (Reg-1-023, ComponeamtsiManufacturing,
Processing, and Fabrication);

012.02D(3) Fabrication labor on property that Wwél resold or that is an
ingredient or component part of an item to be s@tg-1-023, Component Parts-
Manufacturing, Processing, and Fabrication);

012.02D(4) Property delivered outside Nebraskag{R€06, Retail Sale or Sale
at Retall);

012.02D(5) Fabrication labor on materials delivesetside Nebraska by the
retailer, (Reg-1-006, Retail Sale or Sale at Retall

012.02D(6) Feed or water for the care of or consiongy animals ordinarily
used as food for human consumption or for humambp(Reg-1-063, Feed,
Water, Agricultural Chemicals, and Veterinary Mewlgs for Animal Life);

012.02D(7) Seeds and annual plants for agriculfurgboses, (Reg-1-060, Seeds
and Plants);

012.02D(8) Diesel fuel as defined in Chapter 66¢lar4 and compressed fuel as
defined in the Compressed Fuel Tax Act, of the Bigka Revised Statutes for use
in vehicles, (Reg-1-089, Energy Source Utility Exeion);

012.02D(9) Agricultural chemicals to be appliedand or crops, and oxygen for
use in aquaculture, (Reg-1-061, Agricultural Chexisig

012.02D(10) Nonreturnable containers when sold grigutresale with the
contents, (Reg-1-043, Containers);

012.02D(11) Returnable containers when sold wighcintents, or when returned
for refilling, (Reg-1-043, Containers);

012.02D(12) All containers when the contents aermgt, (Reg-1-043,
Containers);

012.02D(13) Fuel, including electricity, coal, gasl oil, diesel fuel, tractor fuel,
propane, gasoline, butane, nuclear fuel, oxygeth,cake when more than 50% is
for use in irrigation or farming, (Reg-1-089, Engef@purce Utility Exemption);

012.02D(14) Fuel, including electricity, coal, gagl oil, diesel fuel, tractor fuel,
propane, gasoline, butane, nuclear fuel, oxygeth,cake when more than 50% is
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for use in processing, manufacturing, or refinimgducts, in the generation of
electricity, or by a hospital, (Reg-1-089, Energufe Utility Exemption);

012.02D(15) Water purchased for irrigation of agltieral lands, (Reg-1-066,
Sewer and Water);

012.02D(16) Water for manufacturing purposes, (R€1$6, Sewer and Water);

012.02D(17) Motor vehicles, watercraft, or aircnaded as common or contract
carriers and replacement parts for such vehicRsg{(1-069, Common and
Contract Carrier Vehicles);

012.02D(18) Semen or insemination services forhg; farming, commercial,
or industrial uses;

012.02D(19) Items for use in a municipally-ownedlputransportation system
for passengers;

012.02D(20) Items for use with a racetrack by arigee of the State Racing
Commission,;

012.02D(21) An airplane, or repairs to an airplahat will not be located in
Nebraska by a nonresident, (Reg-1-067, Aircraft Rathted Services);

012.02D(22) Oxygen prescribed for human use, (R8§4, Medicines and
Medical Equipment);

012.02D(23) Prosthetic devices when prescribedhdonan use, (Reg-1-050,
Medicines and Medical Equipment);

012.02D(24) Durable medical equipment and medigapbes when prescribed
for human use, (Reg-1-050, Medicines and Medicalifigent);

012.02D(25) Mobility enhancing equipment when priggd for human use,
(Reg-1-050, Medicines and Medical Equipment);

012.02D(26) Newspaper advertising supplementseleld directly to and
distributed with any newspaper, (Reg-1-054, Newspsp

012.02D(27) Personal property containing copyadhnaterial for rebroadcast
by a radio or television station to the generalljgubthe purchaser is operating
under a certificate from the Federal Communicatidasmmission, (Reg-1-045,

Motion Picture Film, Videotape, and Programming);

012.02D(28) Molds, dies, and patterns specificdéigigned and fabricated to the
special order of a customer and used to manufaetanegle product that is
injection molded from plastic or stamped from metReg-1-095, Molds, Dies
and Patterns);
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012.02D(29) Animal specialty services provideditestock, (Reg-1-102,
Animal Specialty Services);

012.02D(30) Contractor labor for new constructma certain other construction
projects, (Reg-1-017, Contractors);

012.02D(31) Repair labor on licensable motor Vekiand other items not
subject to tax; and

012.02D(32) Agricultural machinery and equipmemntdse in commercial
agriculture, (Reg-1-094, Agricultural Machinery aadquipment Refund).

012.03 Consumer's use tax does not apply to tlesviag:
012.03A Transactions upon which the Nebraska salebas been paid;

012.03B Storage, use, or consumption of items ekénom sales tax;

012.03C Transactions where the taxpayer has psopaid a tax in another state at a rate
equal to or greater than the rate in Nebraska,-(R@@1, Credit for Tax Paid to Another
State);

012.03D Items that were purchased and used in anstate before being brought into
Nebraska; and

012.03E Removal from inventory of items purchasedifa seller not doing business in
this state by a contractor for a project in anottate, (Reg-1-017, Contractors).

012.04 The seller must keep exempt sale cerfs;atesale certificates, energy source
exemption certificates, or other adequate prosiggport exemption on sales described in Reg-1-
012.02C and Reg-1-012.02D. The seller must retearekempt sale certificate or resale
certificate to support deductions from gross resegm the tax return.

(Sections 77-2704.39, 77-2704.40, 77-2704.41, DA26, 77-2705(7), and 77-2706, R.R.S.
2003, and sections 77-2703(1)(f) and 77-2704.13,Fupp., 2005. March 7, 2006.)

REG-1-013 SALE FOR RESALE - RESALE CERTIFICATE

013.01 A sale for resale is a sale of propertgavvices to any purchaser for the purpose
of resale in the normal course of the purchasessbss. The item may be resold either in the
form or condition in which it was purchased, olmasngredient or component part of other
property, (Reg-1-023, Component Parts--Manufacfyiftirocessing, and Fabrication). A sale for
resale includes a sale of property to a purchasehé sole purpose of renting or leasing such
property to others; provided, such rental or lgzsgments are set at a fair market value.
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013.01A Fair market value is the price at whichgemy would change hands between a
willing buyer and a willing seller, neither havitgbuy or sell, and both having
reasonable knowledge of all the necessary facts.

013.01B A sale for resale does not include the slgteoperty to a purchaser whose subsequent
rental or lease of that property is incidentalte tental or lease of real estate.

013.02 The burden of proving that a sale of prigpsrnot a sale at retail is upon the
retailer (seller) unless the retailer (seller) atse properly completed resale certificate
providing evidence that the property is purchasedHe purpose of reselling, leasing, or renting
in the regular course of the purchaser's businessto be used as an ingredient or component
part of other property to be resold, leased, arectnThe resale certificate constitutes a parhef t
retailer's (seller's) records and is to be retaingddle same manner as other sales tax records.

013.03 A properly completed resale certificateenemd from the purchaser is proof for
the retailer (seller) that the sale was for reskbebe properly completed, the resale certificate,
allowed by Reg-1-013.11, must include all of thikofeing:

013.03A Identification of both purchaser and retafseller) including type of business
engaged in by purchaser;

013.03B Sales tax permit number of purchaser elfpilrchaser is licensed as a retailer in
Nebraska or another state which requires a peemtier the sales tax permit number. If
the purchaser has no permit number, state thempaso

013.03C A general description of the property avises sold, leased, or rented by the
purchaser in the regular course of his or her lassin

013.03D Identification of items purchased. A singlechase certificate that covers a
single sales transaction must describe the spemibiperty or services purchased. A
blanket certificate must contain a general desompof the property or services
commonly purchased;

013.03E Authorized signature or other form of auiaiion as allowed by the
Streamlined Sales Tax Agreement; and

013.03F Date of issuance.

013.04 If a purchaser who gives a resale cerntéicaakes any use of the property other
than retention, demonstration, or display whiledimgj it for sale, lease, or rental in the regular
course of business, such use removes it from e Tsr resale” exemption category and
accordingly, the use is taxable to the purchasen the time the property is first used. Except for
a purchaser of aircraft as provided in Reg-1-06iGraft and Related Services, the sales price of
the property is the measure of the tax. (Reg-1-G8Bsumption of Untaxed Property.)

013.05 The retailer (seller) holding a properlynmeted resale certificate is relieved
from liability for tax, penalty, and interest. Hove, this does not apply to sellers who
fraudulently fail to collect tax or who solicit peirasers to participate in unlawful claims of
exemption.
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013.06 A retailer (seller) repeatedly making thms type of sales to the same purchaser
is not required to take a separate resale cetdfiica each sale, but may take a blanket resale
certificate covering future sales.

013.07 Sales in which the seller is required t&erdelivery outside of Nebraska need not
be supported by resale certificates if properlypsuted by bills of lading, certificates of out-of-
state delivery, or other documentation. Howeverengtdelivery to the out-of-state purchaser
occurs in this state, the sales tax payment isiredjuinless the sale is otherwise exempt or for
actual resale purposes, in which case the refaidler) must take a properly completed resale or
exempt sale certificate.

013.08 If in any case a resale certificate ostattory evidence in support of a claim that
a sale is exempt cannot be produced on demane de¢braska Department of Revenue, the
retailer (seller) making the sale is responsibtetie tax on the transaction.

013.09 Any purchaser, or the agent thereof, whiegga resale certificate to the retailer
(seller) for any purchase taxable under sectior270L through 77-27,135 of the Nebraska
Revised Statutes, which is purchased for a use ttha resale, lease, or rental in the regular
course of the purchaser's business, shall be dubjagenalty of one hundred dollars ($100.00)
or ten times the tax, whichever amount is largar ghch instance of presentation and misuse.
With regard to a blanket resale certificate, s&dgity shall apply to each purchase made during
the period the blanket certificate is in effect.

013.10 Any purchaser, or the agent thereof, waodulently signs a resale certificate
with intent to avoid payment of the tax may, in @éidad to the penalty set out in paragraph
013.09, be found guilty of a Class IV misdemeanor.

013.11 The Nebraska Department of Revenue wiigeize only the Nebraska Resale or
Exempt Sale Certificate, Form 13, a previously appd paper or electronic substitute for this
Form 13, the Multistate Tax Commission Uniform Sa@d Use Tax Certificate, or a certificate
of exemption authorized by the Streamlined SalesAgreement.

013.12 Sellers shall maintain records of resaesactions. The Nebraska Department of
Revenue may make and retain copies of any reseléozdes.

(Sections 77-2706(1), (2), (3), and (4), and 776200, R.R.S. 2003, and sections 77-2701.34
and 77-2703(1)(f), R.S.Supp., 2004. April 12, 2005.

REG-1-014 EXEMPT SALE CERTIFICATE

014.01 Certain sales, leases, or rentals, anstdhage, use, or other consumption of
property or services are not taxable. Exempt tiititaas can be divided into four groups. The
four groups are transactions that are exempt due to

014.01A The seller (entity-based exemption);
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014.01B The item sold (product-based exemption);
014.01C The buyer (entity-based exemption); and
014.01D The buyer's intended use of the item (ased exemption).

Transactions of the type described in 014.01AG@I01B are not required to be
supported by exempt sale certificates, provided¢kerds clearly show the nature of the seller
and the product being sold. A purchaser makingrahase that is exempt because it is an
occasional sale is required to obtain a certificatether documentation from the seller that the
sale was exempt.

Transactions of the type described in 014.01C(4r”H01D are required to be supported
by exempt sale certificates or other suitable damuation. (Reg-1-012, Exemptions.)

014.02 The burden of proving that any sale of priypor services is not taxable is upon
the retailer (seller) and sufficient records muskbpt which reveal the nature of each exempt
sale. A retailer (seller) is required to obtainexempt sale certificate from the purchaser in
support of the claim that the sale is exempt. Ttearpt sale certificate constitutes a part of the
retailer's (seller's) records and is to be retaindle same manner as other sales tax records.

014.03 Exemption numbers in the form of numbetifccates of exemption are issued
by the Nebraska Department of Revenue and areregqjfar nonprofit organizations, public
schools, and common or contract carriers. (Reg9-Gémmon and Contract Carrier Vehicles,
Reg-1-090, Nonprofit Organizations, and Reg-1-@fcational Institutions.)

014.04 The following types of organizations aréiasued numbered certificates of
exemption by the Nebraska Department of Revenue:Urited States government, its agencies,
and corporations wholly owned by the United Stgi@gernment; the state, its agencies, and
political subdivisions, other than public schodtsrchases by many Nebraska political
subdivisions, all other states, and all politiaabdivisions of other states are taxable.

014.05 A properly completed exempt sale certiéaaiceived from the purchaser is proof
for the retailer (seller) that the sale was exefmgh the sales and use tax. To be properly
completed, the exemption certificate, as allowedRbyg-1-014.11, must include all of the
following:

014.05A Identification of both purchaser and seller

014.05B Statement of basis for exemption as de=stmn the Nebraska Resale or
Exempt Sale Certificate, Form 13, including completf all information for the basis
chosen;

014.05C A statement as to whether the certificaferi a single purchase or is a blanket
certificate for future sales;

014.05D Authorized signature or other form of auitation as allowed by the
Streamlined Sales Tax Agreement; and
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014.05E Date of issuance.

014.06 The retailer (seller) holding a properlynmteted exempt sale certificate is
relieved from liability for tax, penalty, and ine=t. However, this does not apply to sellers who
fraudulently fail to collect tax or solicit purclexs to participate in unlawful claims of
exemption.

014.07 A retailer (seller) repeatedly making thms type of exempt sale to the same
purchaser is not required to take a separate exesigtertificate for each sale but may take a
blanket certificate covering future sales.

014.08 If in any case an exempt sale certificatgatisfactory evidence cannot be
produced on demand of the Nebraska DepartmentwdriRe in support of a claim that a sale is
exempt, the retailer (seller) making the sale spomsible for the tax on the transaction.

014.09 Any purchaser, or the agent of the purchag® gives an exempt sale certificate
to the retailer (seller) for any purchase whichas exempted from the sales and use tax under
sections 77-2701 through 77-27,135 of the Nebr&skased Statutes, shall be subject to a
penalty of one hundred dollars ($100.00) or teresirthe tax, whichever amount is larger, for
each instance of presentation and misuse. Witlrdegaa blanket exempt sale certificate, said
penalty shall apply to each purchase made durimgéhiod the blanket certificate is in effect.

014.10 Any purchaser, or the agent of the purchad® fraudulently signs an exempt
sale certificate with intent to avoid payment of tax may, in addition to the penalty set out in
paragraph 014.09, be found guilty of a Class IVd@imeanor.

014.11 The Nebraska Department of Revenue wilgeize only the Nebraska Resale or
Exempt Sale Certificate, Form 13, a previously appd paper or electronic substitute, a
Nebraska Energy Source Exemption Certificate, Fb3i, a Nebraska Certificate of Exemption
for Mobility Enhancing Equipment, Form 13ME, orextificate of exemption authorized by the
Streamlined Sales Tax Agreement for all sales exsaps to the federal government. Sales to
the federal government, an agency, or wholly owemgboration thereof, may be supported in
either of two ways. First, they may be supported bggular federal certificate of exemption
form. An alternative procedure involves maintainmgchase documentation clearly identifying
the purchaser as the federal government, an agenasholly owned corporation thereof. The
best documents available are those which show patywes made by a United States Treasury
Department warrant. (Reg-1-072, United States Gowent and Federal Corporations.)

014.12 Sellers shall maintain records of exengtdactions. The Nebraska Department
of Revenue may make and retain copies of any exsalptcertificate.

(Sections 77-2705(7) and (8), 77-2706, 77-2711 3a (4), and 77- 2713(5), R.R.S. 2003, and
section 77-2703(1)(f), R.S.Supp., 2004. April 1202.)
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REG-1-015 COMMON AND CONTRACT CARRIERS (MULTISTATE OPERATIONS) -
TAX DEFERRAL

015.01 Any person, firm, or corporation operai@sga common or contract carrier
engaged in multistate operations, may apply td\ibleraska Department of Revenue for special
permission to defer the incidence of the salesusedtax on certain purchases within or without
this state, where the item purchased is first ditiere for subsequent use in multistate
operations, and at the time of purchase, the logtion of the use of the item is unknown. The
special permission referred to in this regulat®not related to the common and contract carrier
exemption referred to in Reg-1-069, Common and @ahtCarrier Vehicles.

015.02 Upon receipt of a request for permissiotetfier taxes, an investigation will be
made to determine whether the applicant maintaitisfactory records to show where the
purchased property is actually used. Such request be written and be accompanied by a
$10.00 fee. If a favorable report results fromithestigation, the Nebraska Department of
Revenue will issue a special permission lettehéorespective common or contract carrier. This
special permission letter is issued in the forra gértificate of exemption. The common or
contract carrier receiving the letter should fuhréscopy of the letter to those vendors from
whom purchases are made where use is unknown aitria@f purchase in order that sales or use
tax will be excluded from such purchases. Suclkeiedall not be used when purchases are made
which knowingly have been or will be used or consdmwithin this state.

015.03 A retailer (seller) repeatedly making thms type of exempt sale to common or
contract carriers need not take a separate coghedapecial permission letter for each sale but
may, at his or her risk, take a blanket certificateering all future sales. If the Nebraska
Department of Revenue determines that any suchwsedenot exempt, the retailer (seller) shall
be liable for the tax, penalty, and interest. $iregle special permission letter is taken,
identification of the common or contract carriershappear upon the memoranda created at the
time of sale.

015.04 When items that were purchased tax exerapaier used in this state by the
common or contract carrier, use tax is due at ppicable rate in effect at the time of use. This
liability must be reported on the appropriate retiar be filed for the period corresponding to the
month of use.

(Section 77-2706(6), R.R.S. 1943.January 24, 1993.)

REG-1-016 CHANGES IN RATE OF TAX

016.01 The rate at which the sales and use tiaxpigsed is subject to change or the base
may be altered by legislation which extends theidaxansactions previously not taxed. The
purpose of this regulation is to set out the mamme&rhich such occurrences will affect the tax
on sales and purchases made where pre-existingactsor obligations are involved so that
retailers and consumers alike can take note ofifdesacreases for which they may become
liable.
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016.02 For sales, leases, or rentals, the sadas iimposed and shall be collected and
remitted by the retailer at the rate in effectra time the gross receipts are recorded as sales
under the accounting method used by the retaileraimtain his or her books and records. A
lease or rental agreement which extends througk eate change, will recognize the changed tax
rate on payments recorded on or after the rategghdReg-1-009, Accounting Methods.)

016.02A For the rental or lease of a motor vehitie,sales tax is imposed at the rate in
effect at the time of the delivery of the motor i regardless of changes in the rate
during the term of the lease.

016.03 If the use tax is not required to be readitt the time of purchase, the applicable
use tax rate is that rate in effect at the timase according to the accounting basis used to
maintain the taxpayer's books and records.

016.04 The retailer on a cash basis of accoumtihgollect and report the tax at the rate
in effect at the time he or she receives a payméhbut regard to whether the payment is in
satisfaction of an obligation predating a changeh@rate. The retailer using an accrual basis of
accounting will collect and report the tax at thterin effect at the time he or she records the
sale.

016.05 Persons providing services covering a gestiarting before, and ending after, the
effective date of a rate change will bill tax alidfvs: (a) for a rate increase, the change will
apply to the first billing period starting on otefthe effective date of the change; and (b) for a
rate decrease, the change will apply to bills reedi®n or after the effective date of the change.

016.06 When construction contractors operatinguedher Option 2 or Option 3
purchase construction materials to be consumetidm,tthey are obligated to pay the tax on the
same basis as other consumers without regard ttherihe purchase of such materials is for use
in completion of a construction contract executadrgo a change in the rate. However, when a
written contract exists for a fixed-price constrof reconstruction, alteration, or improvement
project and the sales tax rate is increased duhmgerm of that fixed-price contract, the
contractor may apply for a refund of the increasalgs tax; provided, such refund amount
exceeds ten dollars ($10.00). The contractor musing a copy of the contract and any other
evidence necessary to establish his or her engtiéto the refund.

016.06A In the event that the sales tax rate isedsed during the term of the fixed-price
contract, the contractor shall pay to the DepartroéRevenue the difference between
the decreased tax rate and the tax rate in effewttp the decrease; provided, the
amount of such payment exceeds ten dollars ($10T0@ procedure results in the
contractor's final sales tax liability on fixed-peiwritten contracts, to equal the rate in
effect at the time the contract was entered into.

016.07 When construction contractors are requoeambllect the sales tax on contractor
labor, they are obligated to collect the tax ondlme basis as other contractors without regard to
whether the contractor labor was performed in thragetion of a construction contract executed
prior to the imposition of tax on contractor labBlowever, when a written contract exists for a
fixed-price construction, reconstruction, alterationprovement, or repair project and the sales
tax was first imposed on contractor labor during tigrm of that fixed-price contract, the
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taxpayer may apply for a refund of the sales taa pa the contractor labor; provided, such
refund amount exceeds ten dollars ($10.00). Theatyer must submit a copy of the contract and
any other evidence necessary to establish hisragritglement to the refund.

016.07A In the event that the sales tax no longetfi@s to contractor labor during the
term of the fixed-price contract, the taxpayer kpay to the Department of Revenue the
difference between the decreased tax collectedrenthx that would have been due on
the contractor labor prior to the change; provided,amount of such payment exceeds
ten dollars ($10.00). Failure to make the requpayment constitutes a criminal act.

(Section 77-2701.03, R.R.S. 2003, and sections7DB{2) and (2), 77-2704.32, and 77-2704.33,
R.S.Supp., 2004. April 12, 2005.)

REG-1-017 CONTRACTORS

017.01 Gross receipts from construction projecth® repair of real estate or fixtures are
generally subject to sales or use tax except aswite stated in this regulation. In most cases
the construction materials will be taxable even mvbentractor labor is not taxed. The following
definitions will be used for this regulation.

017.01A A contractor is any person who repairs priypannexed to, or who annexes
property to real estate, including leased propéyyattaching building materials to the
improvement or annexed property being built or irggl This includes the original
construction of a building or other structure, tigtallation of fixtures, and the repair of
a building, structure, or fixture.

017.01B Property is annexed to real property oemopinoperty annexed to real estate if
(1) the property becomes real estate, or (2) tstaliation or removal of the property
requires specialized skills or tools and is perfedror supervised by a recognized trade
professional.

017.01C A structure is any construction composequbaifs arranged and fitted together in
some way, such as a bridge, highway, street ldgm, television tower, fence, sewer,
water line, or billboard.

017.01D A building is any free-standing structunelesed within a roof and exterior
walls. It does not have to be enclosed on all sidés designed for the housing, shelter,
enclosure, and support of individuals, animals, ufiacturing or property of any kind. It
must be annexed to the land.

A building includes manufactured housing that ikei set up for occupancy as a
dwelling according to local building codes, or tisapermanently annexed to real estate.
(Reg-1-018, Rent or Lease of Tangible Personal&tgp

017.01E Building materials are the items that bdllannexed to the land or an
improvement on the land. Building materials do inotude tools, supplies, or any items
that will not be annexed.
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017.01F A fixture is a piece of equipment that nhesannexed to the building or
structure in order to properly function, yet rensaitbentifiable as a separate item.
Examples of fixtures are central air conditionéus, water heaters, garbage disposals,
built-in dishwashers, and furnaces.

017.01G A recognized trade professional includasjsonot limited to, any person
required to be licensed to practice his or heretradch as a plumber, or electrician.

017.01H Gross receipts from contractor labor isetiigre amount received for a
construction project reduced by the cost of anysuatracts and building materials. The
amount of the reduction for subcontracts and bugjdnaterials is before any markup or
tax paid, and the reduction can only be made ferctist of subcontracts or building
materials on which tax was paid. Contractor labeludes the remainder of the entire
gross receipts from a construction project whetladled labor, markup, profit, overhead,
fees, commissions, expense reimbursements or &ry &rm or phrase.

017.011 A unit is a physical portion of a buildidgsignated for separate ownership,
rental, or occupancy. A unit includes an apartnagrg condominium.

017.02 All contractors must pay tax on all toaisl supplies purchased or leased.

017.03 Over-the-counter sales are retail salesatérials or inventory which are not
installed or annexed to the building or structuyeh® contractor. Items such as throw rugs,
draperies, and window air conditioners do not ndisnizecome part of real estate when they are
installed. These types of items may be purchaseftéa for resale.

017.03A When the contractor sells these typeseaisteither over-the-counter, or sells
them installed, the contractor must collect anditrégix on the total sales price, including
the charge for installation. When these typeseyhg are repaired, the contractor will
collect and remit tax on the entire amount receviethhe customer's invoice, including
both repair parts and repair labor.

017.04 Contractors may choose how they want & beilding materials for tax
purposes. There are three options available teadh&actor for the taxation of building
materials. The taxation of tools, supplies, cortmalabor, and over-the-counter sales is not
changed by the option selected for building makeria

017.05 OPTION 1-To be treated as a retailer withixafree inventory. Under this option,
the contractor is a retailer of contractor labad Hose items that become a part of real estate and
must have a Nebraska Sales Tax Permit.

017.05A All inventory items may be purchased withpaying tax to the supplier. Tools
and supplies are not inventory items.

017.05B Tax will be collected on any repair or imygEment to real estate on the entire
amount of the contractor’s billings.
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017.05B(1) On billings, the contractor may, withanty markup or sales or use
tax, itemize the actual cost of subcontracts orchvtax was paid and collect tax
on the remaining amount billed.

017.05B(2) If the contractor chooses not to itentimeactual costs for
subcontracts, the contractor must collect tax ertobal amount billed. The tax
remitted to the Department of Revenue will be thieiiince between the tax the
contractor paid on the subcontracts, and the anafuak collected from the
customer.

017.05C Materials may be withdrawn from tax-freeeimtory for annexation to real
estate in another state without a use tax liabiéing incurred by the contractor.

017.06 OPTION 2-To be treated as a contractor aitdx-paid inventory. Under this
option the contractor must pay the sales or usenaad| building materials when purchased or
received. When the contractor purchases buildinggnads on which no tax has been paid, the
tax must be paid directly to the Department of Rexee Under this option, the contractor is a
retailer of contractor labor and must have a Nkar&ales Tax Permit.

017.06A There is no Nebraska credit allowed ondingl materials subject to the sales
tax that are withdrawn from tax-paid inventory &émexation to real estate in another
state.

017.06B Tax will be collected on any repair or imygEment to real estate.

017.06B(1) On billings, the contractor may, withanty markup or sales or use
tax, itemize the actual cost of building materasl the actual cost of
subcontracts on which tax was paid and collecbtathe remaining amount
billed.

017.06B(2) If the contractor chooses not to iteniieeactual costs for building
materials and subcontracts, the contractor mustatdbx on the total amount
billed. The tax remitted to the Department of Rexewill be the difference
between the tax the contractor paid on the buildiagerials and subcontracts,
and the amount of tax collected from the customer.

017.06C When over-the-counter sales are made gddmkinventory items, the
contractor will collect tax on the full sales pridéhe tax remitted to the Department of
Revenue will be the difference between the taxctiigractor paid on the item, and the
amount of tax collected from the customer.

017.07 OPTION 3- To be treated as a contractdr avitax-free inventory. Under this
option the contractor must pay the tax on all boddmaterials when the materials are used. The
contractor will pay the tax directly to the Depagtmh of Revenue on building materials
withdrawn from inventory. The tax is computed & thte in effect at the time and place of
withdrawal from inventory. Under this option, thentractor is a retailer of contractor labor and
must have a Nebraska Sales Tax Permit.
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017.07A Nebraska and local option consumer's usts t@due on those building materials
that were subject to the sales tax that are wittdrfaom inventory in Nebraska for
annexation to real estate in another state.

017.07B Tax will be charged on any repair or imgnorent to real estate.

017.07B(1) On billings, the contractor may, withanty markup or sales and use
tax, itemize the actual cost of building materaisl the actual cost of
subcontracts on which tax was paid and collecbtathe remaining amount
billed.

017.07B(2) If the contractor chooses not to iteniieeactual costs for building
materials and subcontracts, the contractor mustatdbx on the total amount
billed. The tax remitted to the Department of Rexewill be the difference
between the tax the contractor paid on the buildagerials and subcontracts,
and the amount of tax collected from the customer.

017.08 The choice of an option is made by compudedind mailing to the Department of
Revenue, a Nebraska Sales and Use Tax Electiddofiatractors, Form 16. This form must be
filed within three months after beginning to operas a contractor.

017.08A The selected option applies to all consa&tcontractor may not operate under

more than one option at the same time.

017.08B If this form is not filed, the contractoillvbe treated as a retailer under Option 1
for sales and use tax purposes.

017.09 Contractors may change their option. Theaienent of Revenue must be
notified in writing before the change is effectivehen a change becomes effective, it applies to
all contracts in progress, and also to all new rambs.

017.09A All changes are effective on the first dag month. If notified before the 15th,
the change will take effect the first day of thetm@onth. If notified after the 15th, the
change will be delayed and will take effect a mdathr.

017.09B Any contractor who changes from a tax-ingentory ( Option 1 or Option 3)
to a tax-paid inventory (Option 2) must pay thedaxall building materials in inventory
with the written notification of the change.

017.09C Any contractor who changes from a tax-paidntory ( Option 2) to a tax-free
inventory (Option 1 or Option 3) will receive a diefor the tax paid. The credit can be
used as the materials are annexed and paymerdsate the Department of Revenue.
The contractor is not entitled to a refund of tae paid on the inventory.

017.10 The following construction projects areragefrom tax on contractor labor, but
the tax is still due on all building materials aatiag to the option selected. If part of the
construction project qualifies below and part deesqualify, either the project must be divided
or the entire project is taxable.
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017.10A Original construction of a structure onglding;
017.10B The addition of an entire room or flooo(g) to any existing building;

017.10B(1) The addition of an entire room or flimrludes the work necessary in
the existing building to structurally or mechanigaupport the new room or new
floor.

017.10B(2) Expanding or dividing an existing rooaed not qualify as the
addition of an entire room.

017.10C The completion of an unfinished portiomofexisting building or structure;

017.10D The restoration, reconstruction or replaagmof a building or structure
damaged or destroyed by fire, flood, tornado, hgid, explosion, ice storm, or other
natural disaster;

017.10E The construction, repair, or annexatioargf structure used for the generation,
transmission, or distribution of electricity; or

017.10F The renovation of an existing building ama of an existing building when at
least seventy-five percent of the square feet@billding or unit is renovated.

017.10F(1) The renovation of an existing buildimgaaunit of an existing building
is exempt only if the contractor notifies the Depant of Revenue of the
qualification of the project for the exemption.

017.10F(1)(a) The notification must be completecadarm prescribed by
the Department of Revenue and the notification rhasnade before any
billings are made for the project. If the notificat is not made, the
contractor must collect tax and the owner mayfélea refund if the
project qualifies for exemption.

017.10F(1)(b) Only one contractor will provide thgtification for the
project. The general contractor will file the nmttion. If there is no
general contractor, then the building owner mag thle notification with
the Department of Revenue. The contractor, or weeo, will provide
copies of the acknowledgment from the Departmetitecother
contractors.

017.10F(2) The renovation of an existing buildingiait of an existing building
must involve the rehabilitation, replacement, @orgiguration of walls or
fixtures.

017.10F(2)(a) The area of the renovation is todrepared with the entire
square footage of the building or unit, includidigflaors, whether
finished or unfinished.
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017.10F(2)(b) The floor area of a room may onlycbanted in the
determination of the percentage affected if attleas-half of the length
of the walls in a room is affected by the renovatio

017.10F(2)(c) For the replacement or reconfiguratiba fixture, only the
area under the fixture can be counted, even ffixtere provides heat,
cooling, or other service to the entire building.

017.10F(2)(d) The replacement of items such ags ftogerings, wall
coverings, ceilings, windows, window treatmentdirgj, or a roof, the
painting of a building, or replacement of all oéttrim in a building do not
gualify as a renovation.

017.11 The labor charges for placing outlets,ngirior cabling, within a building for
telephone, telegraph, and cable television seasied¢axable.

017.12 The labor charges for installing or conimgctjas, electricity, sewer, and water
services are taxable unless part of a construptioject for which contractor labor is not taxable.

017.13 Nurserymen or contractors planting livenjdanust collect tax on the price of the
plants and on the labor charged for installatiothefplants. A contractor planting plants to be
sold with a building or land will pay tax on theapts and on the installation labor and will not
collect tax on the plants or installation labor whke building or land is sold. The installation
labor for the plants is taxable, even if the plares being transferred with a building for which
the contractor labor was not taxable.

017.14 Qualified exempt organizations and exeropegimental units are listed in Reg-
1-012, Exemptions. The following procedures alltn €xempt organizations or exempt
governmental units to have construction completgdowt the payment of tax on contractor
labor or building materials. The contractor must gay tax on tools and supplies.

017.14A An exempt organization or exempt governeumit may furnish building
materials. The organization or governmental unit giwe an exempt sale certificate to
the sellers.

017.14B The exempt organization or exempt govermahemit, as project owner, may
be entitled to a refund of tax paid on building eng&tls and contractor labor. The United
States government, the state, and any educatiogahization established or recognized
under Chapter 85 of the Nebraska Revised Statuliesotreceive any refunds.

017.14B(1) The exempt organization or exempt gavermtal unit will not

appoint the contractor as a purchasing agent. ®heactor will pay tax on all
building materials and collect tax on all contradédor, unless the labor qualifies
under 017.10 as not taxable.

017.14B(2) The contractor will provide the projegtner with a certified
statement of the tax paid on the building materials
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017.14B(3) The organization will apply for a refuindm the Department of
Revenue.
017.14C The exempt organization or exempt govertahenit may appoint the
contractor as a purchasing agent. The contractgrthean purchase building materials
and contractor labor tax free and will not colleot on its own contractor labor. The
appointment as a purchasing agent for the orgamizat governmental unit must be
made before the materials are annexed.

017.14C(1) The contractor will delegate to all suticactors the authorization as
purchasing agent.

017.14C(2) The contractor or subcontractors wityisle an exempt sales
certificate and a copy of the purchasing agent mppent to suppliers.

017.14C(3) The appointment must be a PurchasingtAgepointment and
Delegation of Authority for Sales and Use Tax, Fdrim The United States
government may use its own forms.

017.14D When a contractor is operating as a retarder Option 1, and only one
contractor is involved in the project, that contosanay accept a Nebraska Resale or
Exempt Sale Certificate, Form 13, from the exenmigaaization or exempt governmental
unit. The contractor will not charge the exemptamigation or exempt governmental unit
tax.

017.14D(1) When the contractor is operating und@eeOption 2 or Option 3,
the contractor cannot accept an exempt sale catefifrom the exempt
organization or exempt governmental unit. The exesnganization or exempt
governmental unit must appoint the contractorsaputrchasing agent, buy the
materials, or get a refund.

017.15 When an organization is required to bendiee to be exempt, but the organization
was not licensed at the time of the constructiba,drganization must use the method in 017.14B
. When the organization becomes licensed upon aimplof the project, it may apply for a
refund of the tax paid or collected by the contrest

017.16 Generally a contractor cannot obtain anefof any tax paid or collected on a
project for an exempt organization or exempt gonental unit. The refund will normally be
paid to the organization or governmental unit. Atcactor may only obtain a refund of tax paid
on building materials when the contractor was agpd as a purchasing agent before the
materials were annexed and the contractor paidriake building materials.

017.16A A contractor may receive a refund of tail wan building materials used in a
construction project that is outside the United&ta

017.17 A contractor using fixed-price contracty/roave the state additional tax or may
receive a refund of tax on building materials usefixed-price contracts when there is a tax rate
change.
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017.17A If the tax rate is decreased during then tef the fixed-price contract, the

contractor shall pay to the Department of Revehedlifference between the tax actually

paid on materials and the tax that would have Ip@goh at the tax rate in effect prior to

the decrease, provided the amount of such paymentds ten dollars ($10.00).
017.17B If the tax rate is increased during thentef a fixed-price contract, the contractor shall
pay to the Department of Revenue the tax at theased rate on all materials purchased. The
contractor may receive a refund of the amount efatiditional tax paid because of the rate
increase, provided the amount of the additionakbeeeds ten dollars ($10.00).

017.17B(1) The contractor must submit a copy ofdbetract and any other
evidence to document the amount of additional && pn the building materials
in the project.

017.17C A change in the items taxed or exempted fax is not a tax rate change for
the purposes of this subsection. Contractorsnatlireceive a refund or have to pay
additional tax when what is taxed changes.

017.17D The adoption, repeal, or a change in tteeafa local option tax is a tax rate
change and may allow a refund, or require the paywiadditional tax.

017.18 The owner of a building that is renovatexy mpply for a refund of the tax paid
by the owner on contractor labor if the renovaiimreases the market value of the building by
one hundred percent or more.

017.18A The owner is required to provide prooflef tncrease in market value through
appraisals by a certified appraiser or the assessdadtion for property tax purposes.
Determinations of the market value both before a@tel the renovation are required.
Both valuations must be of the same type.

017.18B Any documentation provided by the owneshiow the increase in the market
value of the building may be shared by the DepantroéRevenue with any tax official
in the state.

017.19 An owner of a construction project compuaising a fixed-price contract may
owe the state additional tax or may receive a ifhfrtax on contractor labor in fixed-price
contracts when the taxability of contractor labbamges.

017.19A If the tax on contractor labor no longeplags to a construction project during
the term of the fixed-price contract, the ownerligbay to the Department of Revenue
the difference between the tax actually paid ortre@tor labor and the tax that would
have been paid prior to the change, provided theuatof such payment exceeds ten
dollars ($10.00).

017.19B If the tax on contractor labor is appliedtconstruction project during the term
of a fixed-price contract, the owner shall paytdseto the contractor on all contractor
labor. The owner may receive a refund of the amobithe additional tax paid because
of the taxation of contractor labor, provided tinecaint of the additional tax exceeds ten
dollars ($10.00).
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017.19B(1) The owner must submit a copy of the igmbtand any other evidence
to show the amount of tax paid directly by the omarthe contractor labor in the
project.

017.20The Form 17 or exempt sale certificate malkept by the contractor or
subcontractor who has been appointed or delegatpdrahasing agent.

(Sections 77-2702.05, 77-2702.07, 77-2704.12, OA2AB, 77-2702.17, 77-2702.23, 77-
2704.33, and 77-2704.55, R.R.S. 2003. Octoberd3.20

REG-1-018 RENT OR LEASE OF TANGIBLE PERSONAL PROPERTY

018.01 Any person who rents or leases propertgtimage, use, or other consumption in
this state is a retailer. A rental or lease istthasfer of possession or control of property for a
fixed or indeterminate term for a consideratiorreftal or lease may include future options to
purchase or extend.

018.01A Receipts from a rental or lease of prop@diring recurring periodic

payments are taxed as follows: the first periodigrpent is taxed at the location where
the property is received by the lessee; paymetiusesiuent to the first payment are taxed
at the primary property location.

018.01B Receipts from the rental or lease of pityp@st requiring recurring payments
are taxed where the property is received by theekes

018.02 That person must obtain a permit, colkaad, remit the state and applicable local
sales tax to the Nebraska Department of Reventleisame manner as any other retailer. The
sales tax is computed on the total amount for wthehproperty is rented or leased, valued in
money whether paid in money or otherwise, withawt @eduction or exclusion of any cost
components such as:

018.02A The cost of the property rented or leased,;

018.02B The cost of material used, labor or sere@sts, interest charged, insurance,
losses, or any other expenses;

018.02C The cost of transportation of the propattgny time; and

018.02D The amount of any excise or property téd@ed against the property.

018.03 The total amount for which property is eehtr leased includes any services
which are a part of the rental or lease and anyuatimr which credit is given to the lessee by

the lessor. If the rental or lease charge is casrgrof a fixed amount plus a variable amount,
sales or use tax applies to the total of thesegelsar
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018.04 All transactions for the use of equipmeat an operator who does more than
maintain, inspect, or set up the equipment and win@cessary for the equipment to perform as
designed are presumed not to be rentals, and tnerafe exempt. (For motor vehicles with
operator see Reg-1-019, Rental or Lease of Vehjcles

018.05 If a seller establishes a separate privedsde for his or her product when the sale
includes the use of the seller's equipment by tliehaser, then the difference between the
product price with the equipment and the produiciepvithout the equipment is a rental subject
to the sales and use tax.

018.06 A sale for the sole purpose of that purtssenting or leasing such property to
another person, except where incidental to thengatr leasing of real estate, is a sale for which
a resale certificate may properly be issued; pexicduch rental or lease payments are set at a
fair market value. If the property purchased isdusg the purchaser and is also rented or leased
to others, the purchase of such property is taxafdethe subsequent rental or lease of such
property is also taxable.

018.07 The charge for use of a cabin trailer, tedimme, or similar property for less
than thirty days is taxable. If the period of use¢hirty days or more, it is a rental or lease of
property unless the cabin trailer or mobile home dither been permanently annexed to realty or
set up for occupancy as a dwelling for human ocacpaccording to the local building codes.
(Reg-1-046, Hotels, Lodgings, and Accommodations.)

018.07A A cabin trailer or mobile home has beemerently annexed to the land by a
permanent foundation such as a concrete slab eretenfootings. Blocking and leveling
of the ground or setting the unit on concrete bdosknot permanent annexation to the
land.

018.08 A lease of tangible property from a sulasigdto the parent, from a parent to a
subsidiary, from one subsidiary to another subsydid the same parent, or between brother-
sister companies is exempt when the lessor hagipaighx on its purchase of the property being
leased. Such lessor has the same sales and Usbility on the purchase of property to be
leased to the lessee as if the lessee had purctiespdoperty directly. This paragraph applies to
corporations that have at least fifty per cent cammwnership, and other entities that would be
considered a parent, subsidiary, or brother-sitbey were corporations.

018.09 A rental or lease will not qualify as acagional sale.

018.10 Regardless of how a transaction is chaiaeteunder Generally Accepted
Accounting Principles, a rental or lease doesmdtide a transaction that has the following
characteristics:

018.10A A transfer of possession or control of grtyunder a security agreement or
deferred payment plan that requires the transfétlefupon completion of the required
payments; or

018.10B A transfer of possession or control of proypunder an agreement that requires
the transfer of title upon completion of the reqdipayments and payment of an option
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price that does not exceed the greater of one ldrdivllars ($100.00) or one percent of
the total required payments.

018.11 Rentals or leases of motion picture filnvideo tapes where a taxable admission
is later charged for showing, rentals or leasdeddings for periods of thirty days or more, and
rentals or leases of railroad rolling stock arenape

018.12 The classification of a transaction am&ater lease is determined by the law in
effect at the inception of the rental or lease. @é#nitions contained above are effective for
rentals or leases entered into on or after Jariua2Q04.

(Sections 77-2701.07, 77-2701.18, 77-2701.32, §rA7D4.28, R.R.S. 2003, and sections 77-
2701.16, 77-2701.34, and 77-2701.35, R.S.Supp4.280ril 12, 2005.)

REG-1-019 RENTAL OR LEASE OF VEHICLES

019.01 When the words rental or lease or derieatthereof are hereafter used, they shall
be deemed to be synonymous for the purposes afdtpigation. When the word motor vehicle
or vehicle is used it shall refer to automobilescks, trailers, semitrailers, and truck tract®s a
defined in section 60-301 of the Nebraska RevidatLfs which are not classified as
transportation equipment.
019.01A Lease or rental shall have the same measimg Reg-1-018, but shall also
include any agreement covering motor vehicles wheemount of consideration may
be increased or decreased by reference to the amealized upon sale or disposition of
the property as defined for federal income tax pees.

019.02 A rental occurs when the person to whonoenvehicle is rented exercises
control over the vehicle. Control over the vehitiay be exercised by the person renting it even
when drivers are furnished when:

019.02A The person has the exclusive use of theleelor a period of time; and

019.02B The person has the right to direct the maahthe use of the vehicle, whether
exercised or not, for that period.

019.03 All lessors of motor vehicles are retail@itsey are required to obtain a permit and
must collect and remit the tax on the gross leaseipts, except as provided in 019.07. (For the
proper amount of tax to be collected when the #é&& changes see Reg-1-016.02A). A lessor
collecting the tax on the lease receipts may pwelaad register the vehicles to be leased
without payment of the tax on the purchase prid¢e [Essor is purchasing such vehicles for
resale. Before registering leased vehicles tax-feglence that the lessor holds a permit to
properly collect the tax on the lease receipts rbagtrovided to the Department of Motor
Vehicles or the county treasurer, or other desgphabunty official, of the county in which
registration will occur.
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019.03A Receipts from the rental or lease of a medbicle, other than transportation
equipment, requiring recurring periodic paymentstaxable at the primary property
location.

019.03B Receipts from the rental or lease of a matbicle not requiring recurring
periodic payments are taxed at the location whHezeséhicle is received by the
purchaser.

019.03C Receipts from the rental or lease of trartapjion equipment are taxable where
the seller transfers physical possession or coafrthle equipment to the buyer.

019.03C(1) Transportation equipment means:

019.03C(1)(a) Locomotives and railcars that arkzet for the carriage of
persons or property in interstate commerce;

019.03C(1)(b) Trucks and truck tractors with a gragight rating of ten
thousand and one pounds or greater, or trailensitrsglers, or passenger
buses that are (i) registered through the IntesnatiRegistration Plan and
(i) operated under authority of a carrier authedizand certified by the
United States Department of Transportation or ardéderal authority to
engage in the carriage of persons or propertyterstate commerce;

019.03C(1)(c) Aircraft operated by air carriershauized and certificated
by the United States Department of Transportatioanother federal
authority or a foreign authority to engage in taeriage of persons or
property in interstate or foreign commerce; and

019.03C(1)(d) Containers designed for use on antbooent parts
attached or secured on transportation equipmentifeel in Reg-1-
019.03C(1)(a) through Reg-1-019.03C(1)(c).

019.04 The total amount for which the motor vehislleased includes any services
which are a part of the lease and any amount fechwtredit is given to the lessee by the lessor.
If the lease or rental charge is comprised of ediamount plus a variable amount, (e.g., $15.00
per day plus $0.15 per mile) sales or use tax eppdi the total of these charges.

019.04A The total amount for which a vehicle isskehdoes not include any amount paid
by the lessee to the county treasurer, other datgdrcounty official, or the Department
of Motor Vehicles for in lieu of property tax.

019.05 A lease of a motor vehicle from a subsydiarthe parent, from a parent to a
subsidiary, from one subsidiary to another subsydid the same parent, or between brother-
sister companies is exempt when the lessor hagipaigx on its purchase of the motor vehicle
being leased. Such lessor shall have the sameaadasse tax liability on the purchase of the
motor vehicle to be leased to the lessee as iedse=e had purchased the motor vehicle directly.
This subdivision applies to corporations that hat/kast fifty percent common ownership, and
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other entities that would be considered a paremsidiary, or brother-sister if they were
corporations.

019.06 The receipts from the lease of motor vekith be engaged as common or
contract carrier vehicles by persons holding a renexdb certificate of exemption issued by the
Department of Revenue are exempt; provided, tisotds furnished evidence that the lessee
holds such certificate or number.

019.07 In lieu of collecting and remitting tax umpitve gross receipts, the lessor may elect
to pay the tax on the cost of all vehicles, inahgdvehicles presently under lease. The election
does not apply to motor vehicles leased for usmasnon or contract carrier vehicles. If such an
election is made, it shall be pursuant to the Wity conditions:

019.07A Notice shall be filed with the DepartmehRevenue and such election shall be
effective only upon approval,

019.07B The election, when made and approved bp#partment of Revenue, shall
remain in force and effect for a period of not l#sm two years; and

019.07C The election shall apply to all vehicleshef lessor leased for periods of one
year or more, except for vehicles leased for usgasmon or contract carrier vehicles.
Persons leasing motor vehicles for both periodessf than one year and for periods of
one year or more and who have elected to remiapipdicable tax on the cost of the
motor vehicles at the time of purchase, must segecte taxable receipts from the
nontaxable receipts in their records.

019.08 The election shall be filed on forms prigedt by the Department of Revenue and
in addition to general information shall contailishof all vehicles under existing lease as to
term of the lease, model, year, make, and fair gtar&lue, as of the date of the election. If some
of the vehicles are leased for use as common dramrcarrier vehicles, the list must show
which vehicles are being used as common or conteaciers, the lessee of each vehicle, and the
lessee's Nebraska common or contract carrier exempamber.

019.09 Vehicles under existing lease on the effectate of the election, with at least one
year remaining on the existing lease, shall beadht their fair market value and the state and
applicable city sales tax computed on such amouiks.computed tax must be remitted to the
Department of Motor Vehicles or the county treasure other designated county official, of the
county in which the vehicles are registered witive (5) days from the receipt of approval of
the lessor's option. The lessor must pay the atedeapplicable city sales tax on the fair market
value of any vehicle the first time it is leased éperiod of one year or more after the effective
date of the option, unless the tax was previoualg pt the time of purchase or under this
subsection. The lessor must submit proof of payroétite tax to the Nebraska Department of
Revenue, Taxpayer Services, P.O. Box 94818, Lindddiraska 68509.

019.10 The lessor who elects to pay the tax omakseof such vehicles will purchase and
pay the tax in the following manner: The sellerlsétate on the sales invoice the dollar amount
of the tax and furnish the purchaser a certifiateshent of the transaction on a form provided by
the Department of Revenue. The applicable taxlveilpaid by the purchaser to the Department
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of Motor Vehicles or the county treasurer, or otthesignated county official, at the time of
application for registration of the motor vehicte bperation on the highways of this state. The
Department of Motor Vehicles or the county treasure other designated county official, shall
furnish a statement for completion by the purchagesn the purchase was made from an out-of-
state dealer. The purchaser will be responsibledtablishing the cost (price paid) for such
motor vehicle with a copy of the sales invoice titreo documents.

019.10A The lessor who made the election and ishasing a vehicle to be leased for
use as a common or contract carrier vehicle, ghatthase such vehicle for resale and
will not pay the tax at the time of registration.

019.10B When a vehicle that was purchased for sisec@mmon or contract carrier
vehicle is first leased for one year or more te@espn who is not a common or contract
carrier, the lessor shall pay the tax on the farkat value of the vehicle at the time of
the lease.

019.11 A lessor who has been operating undeetéetion for at least two years may
make application to the Department of Revenuegnminate such election. Until such time as an
application to terminate has been received andaeletiged by the Department, the retailer
shall continue to operate as set out in 019.04gid®19.10. The application to terminate shall
be in the form of a written request and, when aekedged by the Department, will become
effective on the first day of the month followiriget postmark date of the acknowledgment.

019.12 Tax paid on vehicles under existing leaséle time the election is terminated
cannot be refunded either to the lessor or letag¢e and applicable local option sales tax will
be charged and collected on the gross vehicle legsdpts beginning with the billing issued on
or after the first day of the month following thespmark date of the acknowledgment of
termination.

(Sections 77-2701.33 and 77-2701.35, R.R.S. 20@Bsections 77-2701.34, 77-2703(1)(g) and
(h), and 77-2703.01(8) and (9), R.S.Supp., 2004il A, 2005.)

REG-1-020 MOTOR VEHICLES

020.01 Motor vehicles as used in this regulatimailsmean motor vehicles, trailers, and
semitrailers as defined in Section 60-301 of therislgka Revised Statutes. Every motor vehicle
dealer in Nebraska is required to obtain a salepeamit for each place of business in this state
even though they make no sales other than of nvetucles. The dealer shall file a tax return
reporting gross sales in the same manner as &t othailers.

020.02 The sales and use tax imposed upon thefsadetor vehicles shall be the liability
of the purchaser and the tax shall be collectethéyounty treasurer, or other designated county
official, or the Department of Motor Vehicles aetime the purchaser makes application for
registration of the motor vehicle for operation ngbe highways of this state. If the purchaser
retains such motor vehicle in this state and do¢seyister it for operation upon the highways of
this state within thirty days of the purchase ddte,tax shall be paid immediately to the county
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treasurer, or other designated county officiath# tax is not paid within thirty days of the
purchase date, the county treasurer, or othermgd county official, shall collect the tax,
interest from the thirtieth day until the date alyment, and a penalty of five dollars ($5.00).

020.03 The dealer or seller is not authorizedoitect the tax on the sale of motor
vehicles but shall, at the time of the sale, stat¢he sales invoice the dollar amount of the tax
and furnish the purchaser a Nebraska Sales/Usarfi@Xire Fee Statement for Motor Vehicle
and Trailer Sales, Form 6.

020.03A The tax due shall be computed on the diffee between the total sales price
and the total of any trade-in allowance for anothetor vehicle taken by any person and
any rebates used to reduce the selling price ofehecle.

020.03B All information requested by the Nebrasleggp&tment of Revenue must be
furnished and a copy of each Form 6 must be sahetdlebraska Department of
Revenue by the seller at the time the tax retufireid. Any dealer or seller who fails or
refuses to furnish such information or who falsfay Form 6 may be found guilty of a
misdemeanor and shall, upon conviction, be punislyeal fine of not less than twenty-
five dollars ($25.00) nor more than one hundredad®l$100.00) for each offense.

020.03C Any dealer or seller who willfully prepaiefalse or fraudulent sales or use tax
return or Form 6 may be found guilty of a Clasgé\bny and shall, upon conviction, be
fined not more than ten thousand dollars ($10,@Qdr be imprisoned not more than
five years, or both.

020.03D Any purchaser, or the agent thereof, whoptetes a Nebraska Sales/Use Tax
and Tire Fee Statement for Motor Vehicle and Tré#lales, Form 6, claiming an
exemption for any purchase which is not exempt feales and use tax under sections
77-2701 through 77-27,135 of the Nebraska Revisatlites, shall be subject to a
penalty of one hundred dollars ($100.00) or tersirthe tax, whichever amount is larger.
Any purchaser, or the agent thereof, who fraudlilesiyns a Form 6 with the intention

to avoid payment of the tax may, in addition to éheve penalty, be found guilty of a
Class IV misdemeanor.

020.03E Any seller who willfully understates theamt upon which the sales tax is due
shall be subject to an administrative penalty af trousand dollars ($1,000.00).

020.04 County treasurers, or other designatedtgaificials, of all counties in Nebraska
and the Department of Motor Vehicles are appoiatedales and use tax collectors for all sales
of motor vehicles made outside of this state ta@lpasers or users of motor vehicles required to
be registered in this state. The county treasorasther designated county official, shall collect
the applicable use tax from the purchaser of a maghicle purchased outside of this state at the
time application for registration is made. The fude tax on the purchase price shall be collected
by the county treasurer, or other designated couifigial, or the Department of Motor Vehicles
if a sales or occupation tax was not paid by thelmser in the state of purchase. If a sales or
occupation tax was lawfully paid in the state ofghase at a rate less than the tax imposed in
this state, use tax must be collected on the diffee as a condition for registration in this state.
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020.05 The purchase of a licensed motor vehiclg lmaexempt for any of the following
reasons:

020.05A If the owner of a motor vehicle is, or wasonresident of this state and
establishes as a fact that he or she purchaseddtwe vehicle outside of this state and
there registered, titled, and licensed the motbicke, and actually used the motor
vehicle for the primary purpose for which it wagjaiced, then the use tax is not required
for licensing or registering in this state;

020.05A(1) Licensed for operation on the highwagssinot include any
temporary registration, licensing, or in transibg@gdure that allows nonresidents
to operate the motor vehicle on the highways ofdter state, commonwealth,
territory, possession, or country for a limitedeimvith the intent to remove the
motor vehicle from the other state, commonweaélrjtory, possession, or
country.

020.05B The motor vehicle is purchased for the psepof renting or leasing with the
rental or lease payment set at a fair market valné,the purchaser holds a sales tax
permit so as to remit tax on the lease or rentaipts;

020.05C The motor vehicle is a gift to the appltaanreceived through inheritance and
tax was previously paid by the donor or prior owner

020.05D The purchase of the motor vehicle is examger paragraphs 012.02C or
012.02D of Reg-1-012, Exemptions;

020.05E The motor vehicle is purchased by a disgideson and the maximum amount
allowed by law is contributed by the Veterans Adistiation of the United States or the
Nebraska Health and Human Services Finance ando8ufighe contributed amount is
less than the maximum amount, only the amountettntribution is exempt; or

020.05F The motor vehicle is sold pursuant to arasional sale as set out in Reg-1-022,
Occasional Sales.

020.06 If the purchase of a licensed motor vehscexempt for any of the reasons in
paragraph 020.05, the county treasurer, or otr@guated county official, or the Department of
Motor Vehicles may, after obtaining a properly céetpd Form 6 accurately identifying the
basis for exemption, complete the registration authcollecting the tax.

020.07 Motorcycles, or other all-terrain vehicldst are not equipped for use upon the
highway at the time of sale, as required by thedd@pent of Motor Vehicles, are not treated as
motor vehicles for sales and use tax purposesrgopeengaged in the business of selling these
vehicles must collect the sales tax at the timeatd rather than issuing a Form 6.

020.08 A rebate received by the purchaser fronaaufacturer after the sale does not
reduce the sales and use tax base. The retailngncains at the amount agreed upon at the time
of the sale which is the amount upon which thentast be collected.
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020.08A A rebate received from a manufacturer ghased to reduce the selling price of
the vehicle reduces the sales and use tax bashaleris used to reduce the selling price
of the car when it is transferred to the dealeéhattime of the sale and is shown on the
sales invoice as a price reduction, partial paynmama down payment.

020.09 Sales and use tax paid upon a vehicle whishbsequently destroyed is not
refundable. The tax is imposed upon the salesadctios and the subsequent destruction of the
vehicle has no effect on that sales transaction.

020.09A The purchase of a vehicle with the insuegmoceeds from another vehicle is
taxable. The insurance proceeds cannot be usettadeain or other reduction in the
sales price.

020.10 If the purchaser receives a settlementruhdeNebraska Lemon Law, or under
arbitration as an alternative to the Lemon Law,ah®unt received from the manufacturer or
dealer includes all of the sales and use tax shagfundable. No additional refunds will be paid
by the Department of Revenue.

(Sections 60-301, and 77-2703(1)(j) R.S.Supp., 1888 sections 77-2702.07, 77-2702.09, 77-
2702.17, 77-2702.18, 77-2704.12, 77-2704.21, 7B2&4d 77-2708(1)(c), R.R.S. 1996.
November 11, 1998.)

REG-1-021 MOTOR VEHICLES USED BY THE MANUFACTURER B EFORE SALE

021.01 Manufacturers of motor vehicles who withdsach vehicles from inventory or
stock for company purposes such as demonstrapoosiotional or executive use, prior to the
sale thereof, shall be required to pay a tax oh sises.

021.02 The tax shall be computed and paid momthtiie Department of Revenue by the
motor vehicle manufacturer as part of his or hgular report of taxes due on the sale or use of
taxable property and services.

021.03 The base on which the tax is to be compshall be determined monthly by
multiplying 2 1/2% times the total invoice costthe distributors or dealers of vehicles of the
same make, model, and accessory equipment. Theabasecomputed shall be multiplied by the
tax rate in effect to arrive at the tax requiredbéopaid.

(Section 77-2703(1)(k), R.S.Supp., 1993. May 14941

REG-1-022 OCCASIONAL SALES

022.01 Transactions that qualify as occasionalssate exempt. Occasional sale means a
sale, but not a lease or rental, of property thakeiscribed in this regulation or a sale by a
religious organization described in Reg-1-091, dielis Organizations.
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022.02 An occasional sale described in this reguladoes not include:

022.02A Any sale that is made, supervised, or aimean auctioneer or agent or
employee of an auctioneer;

022.02B Any sale where the seller did not pay #xeon the item that is being sold. The
seller is considered to have paid the tax when:

022.02B(1) the seller purchased the item before 1yi967, or the seller was not
required to pay the tax on the purchase or subs¢gse of the item, or

022.02B(2) the seller obtained the item throughla sr transfer described in
paragraph 022.03 and the previous owner paid the ta

022.02C Any sale of any inventory of property pastd for resale or for lease.

022.02D Any sale of a motor vehicle, new propestymotorboat on or after January 1,
1997, except a sale in section 022.03.

022.03 An occasional sale includes the followwrams$actions. The transactions in
sections 022.03A through 022.03A(9) may involvéeitnew or used property, a motor vehicle,
or a motorboat.

022.03A In which the property is the subject ofrtercompany sale from a subsidiary to
the parent, from a parent to a subsidiary, fromsuiesidiary to another subsidiary of the
same parent, or between brother-sister companies.stibdivision applies to
corporations that have at least fifty per cent cammwnership, and other entities that
would be considered a parent, subsidiary, or bredlster if they were corporations;

022.03A(1) From one corporation to another corpongbursuant to a
reorganization. Reorganization shall mean a statut@rger or consolidation or
the acquisition by a corporation of substantiallyo&the properties of another
corporation when the consideration is solely athgrart of the voting stock of the
acquiring corporation or of its parent or subsigieorporation;

022.03A(2) In connection with the winding up, dissmn, or liquidation of a
corporation, only when there is a distribution o pproperty of such corporation
to the shareholders in kind if the portion of tmeperty so distributed to the
shareholder is substantially in proportion to thars of stock or securities held
by the shareholders;

022.03A(3) To a corporation for the purpose of aigation of such corporation
or the contribution of additional capital to sudrgoration when the former
owners of the property are immediately after tl@sfer in control of the
corporation, and the stock or securities, recebyedach, is substantially in
proportion to his or her interest in the propentyppto the transfer;
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022.03A(4) To a partnership in the organizatioswth partnership if the former
owners of the property are immediately after th@dfer partners in such
partnership and the interest in the partnershigeived by each, is substantially in
proportion to his or her interest in the propentyppto the transfer;

022.03A(5) From a partnership to the partners whade in kind in the
dissolution of such partnership if the portion o€ fproperty so distributed to the
partners in the partnership is substantially inpprdion to the interest in the
partnership held by the partners; and

022.03A(6) To a limited liability company in theganization of such limited
liability company if the former owners of the propetransferred are,
immediately after the transfer, members of sucltdidhliability company and the
interest in the limited liability company receivey each is substantially in
proportion to his or her interest in the propentppto the transfer;

022.03A(7) From a limited liability company to theembers thereof when made
in kind in the dissolution of such limited liabjlitompany if the portion of the
property so distributed to the members of the &ahiliability company is
substantially in proportion to the interest in tineited liability company held by
the members;

022.03A(8) From one limited liability company toadher limited liability
company pursuant to a reorganization; or

022.03A(9) Any other transaction that qualifiesagsax-free transaction under the
Internal Revenue Code of 1986, as amended.

022.04 An occasional sale includes the sale béeiew or used business assets, where a
person liquidates his or her business in a singlestiction in a sale to a single buyer. Such
liquidation must be all or substantially all of theperty of the trade or business.

022.05 Occasional sale includes a sale of useddsssor farm machinery or equipment
in which property productively used by a selleaasepreciable capital asset for more than one
year in his business is sold.

022.06 Occasional sale includes a sale of houdejumds and personal effects by an
individual when such property was originally acgdirand used for personal use. All such sales
must occur at an individual's residence and maldecthe property of more than one person.

022.06A Such sales may not be held on more thae tihays during a calendar year at
any residence.

022.06B Such sales may not include property opa tyhich is similar to that sold by the
individual or any member of his household in a érad business.

022.07 Persons claiming the occasional sale erclas applicable to motor vehicles or
motorboats shall provide the county treasurer tloerodesignated county official, at the time of
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registration of the vehicle or motorboat with ewvide the transfer falls within paragraph 022.03.
No other sales of motor vehicles or motorboatsityjua$ occasional sales.

(Section 77-2702.09, R.R.S.1996. November 11, 3998.

REG-1-023 COMPONENT PARTS - MANUFACTURING, PROCESSING, AND
FABRICATION

023.01 Property that becomes an ingredient or ookt part of a product manufactured,
processed, assembled, or fabricated for sale byuhshaser is exempt. Property that is
necessary for production but which does not beceamiagredient or component part of the
product sold is taxable.

023.02 To qualify as exempt the property must raéietf the following conditions:
023.02A The property must physically or chemicalhter into and remain a part of the
finished product;

023.02B The property must be an essential ingrédiecomponent of the finished
product; and

023.02C The finished product must be a productwaast manufactured, processed, or
fabricated for sale by the purchaser of the ingneidor component part.

023.03 A resale certificate should be used tolmse property that qualifies for
exemption as an ingredient or component part.

023.04 Fabrication labor performed directly on plneduct being produced for sale can be
purchased for resale.

023.05 Not all sales of property or products towafacturers, processors, or fabricators
are exempt. The property or products which arewmes! by them in manufacturing or
processing, but which do not become an ingredienbmponent part of the article, substance, or
commodity manufactured, processed, or fabricatedtaxable. The manufacturer, processor, or
fabricator is the final buyer or ultimate consuragésuch property or product, and the sale to the
manufacturer, processor, or fabricator is a taxahle. Similarly, the purchase of equipment and
supplies is taxable. They do not enter into theg@seing of, and do not form a part of the product
sold.

023.06 Since most services are not durable, thegat generally be a component of
another service. The services which are necessatiid production of another service are
normally consumed by the purchaser of the serdoaiot become a component of the service
sold, and are taxable. However, a service thatrhes@a component of a service offered for sale
by the purchaser is exempt.

023.07 To qualify as exempt as a component ofrenctervice, the service must meet all
of the following conditions:
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023.07A The service purchased must directly enterand remain a part of the finished
service delivered to the customer;

023.07B The service must be substantially the sasnand an essential component of,
the finished service; and

023.07C The finished service must be a servicewhatperformed for sale by the
purchaser of the component service.

023.08 A resale certificate should be used tolmse a service that qualifies for
exemption as a component part.

023.09 Property or products sold to service prengcare consumed by them in providing
the service, and do not become a component oftlvcs. The service provider is the final
buyer or ultimate consumer of such property or pobdand the sale to the service provider is a
taxable sale. Similarly, the purchase of equipnaet supplies used in performing the service is
taxable.

(Sections 77-2702.13, 77-2702.16, 77-2702.19, &d7D2.23, R.R.S. 2003. October 1, 2003.)

REG-1-024 CASH DISCOUNTS

024.01 Discounts allowed by the retailer to cugtsare deductible in arriving at the net
sales price which is taxable. Such discounts nys¢ar on the invoices, records and accounts of
the retailer and be substantiated to the satisfaci the Department of Revenue. A discount is
not a proper deduction from gross receipts wheargon the sale of property or services which
are exempt from the tax.

024.02 A cash discount is usually offered by #iées as an inducement for payment
within a specified time. A volume discount is usyalffered as an inducement for larger
purchases. These discounts may not be deductdut lsetler until it has been given to the
purchaser. Such discounts will be allowed as a ct@mtuon the seller's tax return when there is
sufficient evidence in the records of the selleintticate that such discounts have been given to
the purchaser and the sales reported on the taarate the amount of sales before discounts.

024.03 A cash rebate is not deductible in arriahghe net sales price which is taxable. A
cash rebate is usually allowed by a manufacturesesyuent to the actual sales transaction and is
contingent upon the claimant submitting proof tihat sales transaction has been finalized. As
the sales tax is imposed upon the sales transg®®m1-001, Nature of the Sales Tax), a
subsequent rebate of a portion of that sales pimes not reduce the original sales price upon
which the tax is imposed.

024.04 See Reg-1-020, Motor Vehicles, for rebatemotor vehicles.
(Sections 77-2702.07 and 77-2702.17, R.S.Supp2.1Btuary 24, 1993.)
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REG-1-025 RETURNED ARTICLES

025.01 In the event taxable purchases are retuonke retailer by the purchaser or
consumer and the sale is entirely rescinded, tiadeeor an agent of the retailer certified under
the Streamlined Sales Tax Agreement shall refurglvar credit to the purchaser the amount of
tax previously paid or charged. If only a portidrtlee purchase price is refunded or credited, the
amount of tax to be refunded or credited by thailetshall be computed based upon the amount
of the purchase price to be refunded or creditetlsie of the tax.

025.02 No refund or credit for tax shall be gin®rthe retailer for the return of any
merchandise which is exempt from the tax. No refondredit for tax shall be given by the
retailer for goods sold for resale and returned.

025.03 The retailer or an agent certified underStreamlined Sales Tax Agreement may
deduct from gross sales on his or her tax retuahgbrtion of the sales price of the property that
is refunded or credited to the purchaser; provithedor she has previously remitted the tax to the
Department of Revenue. Any charge for the returthefitem, such as a restocking fee, is a
portion of the purchase price that is not refunddek deduction is to be taken on his or her tax
return for the period in which the refund was maderedit given.

025.04 See Reg-1-020, Motor Vehicles, for motdriales or trailers returned under the
Nebraska Lemon Law.

(Section 77-2701.35, R.R.S. 2003, and section T2-26, R.S.Supp., 2004. April 12, 2005.)

REG-1-026 FINANCE, CARRYING, SERVICE, AND INTEREST CHARGES

026.01 Finance, carrying, service, and intereatgds which are separately stated in the
sales contract and are solely for the purposel@ivalg a delayed payment of the sales price are
not taxable; provided, that such charges are rext as a means of avoiding imposition of the tax
upon the actual sales price. The retailer or antagfethe retailer certified under the Streamlined
Sales Tax Agreement is required to keep compledeadrquate records showing the division of
gross receipts between finance, carrying, seroice)terest charges and the selling price of
property or services.

026.02 Handling, crating, packing, shipping, aedsge charges for preparing an item for
sale or transportation are taxable.

(Section 77-2701.35, R.R.S. 2003, and section T2-26, R.S.Supp., 2004. April 12, 2005.)
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REG-1-027 REPOSSESSIONS

027.01 The sales tax previously remitted by alegtarising from the sale of property,
which is subsequently repossessed, may be allowadeedit against the retailer's current sales
tax liability, but only to the extent of the pomi@f the purchase price remaining unpaid at the
time of repossession. In determining the unpaidamall payments and credits to the account
must be prorated to the purchase price, tax, fi@acarrying, service, and interest charges which
were not taxable under Reg-1-026, Finance, Caryyegvice, and Interest Charges. No credit is
allowable for expenses incurred by the retaileattiempting to collect the account or
repossessing the property.

027.02 Credit for the amount of taxes paid on sugtaid portion of the purchase price
of the repossessed property shall be taken orumnriled within a reasonable time after the
property has been repossessed. If the retailettezhihe tax on a cash accounting basis or
collected the full tax from the purchaser at theetiof purchase, a credit is not allowed when the
property is repossessed. A credit is allowed odirtlga sale of the property which has been
repossessed was taxable.

027.02A No credit may be taken for the unpaid porof the purchase price of any
motor vehicle or licensable trailer since the &goallected by the county treasurer, or
other designated county official, or Departmeniator Vehicles.
027.02B No credit may be taken by any person dtieer the retailer who sold the item and
remitted the tax. The retailer cannot take a cnetlién a third-party repossesses the property.

027.03 If the unpaid portion of the purchase praveany part thereof, is subsequently
collected by any means other than by sale of thesgessed property, then a tax, at the rate in
effect at the time the receipts are realized utigderaccounting basis used by the retailer shall be
paid on the amount so collected.

027.04 The transaction whereby the property isgspssed is not a sale in itself and there
is no tax due on a repossession. When the repesspssperty is used other than for
demonstration or display to potential purchasésrépossessor owes a use tax on the property.
The amount of the unpaid debt shall be the taxatvieunt. However, when property which has
been repossessed either by the original retailémaace company or other financial institution is
resold, the gross receipts from such sales arbl@x@he property is not normally an occasional
sale since the seller has not paid tax nor prodelgtused the property for one year.

(Section 77-2708(2)(1)(ii), R.S.Supp., 1993. May 1994.)

REG-1-028 BAD DEBTS

028.01 A retailer may deduct from gross receiptéis or her tax return the amount
found worthless for federal income tax purposesautdally deducted or if the reserve method is
elected, charged against bad debt reserve; providedales or use tax has been previously
remitted to the state by the retailer. The deduacsioould be taken on the return for the period in
which the amount was found worthless and chargefiboincome tax purposes.
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028.02 This regulation does not apply to retaiens remit sales tax on the cash basis or
who have elected to remit sales tax in accordariteparagraph 009.05 of Regulation 1-009,
Accounting Methods.

028.03 No deduction is allowable for expensesnrazliby the retailer in attempting to
enforce the collection of any account receivabtdpothat portion of a debt recovered that is
retained by or paid to a third party as compensdto services rendered in collecting the
account.

028.04 If the amount of an account found to betess and charged off for income tax
purposes is comprised in part of nontaxable resefutch as interest, carrying charges, finance
charges, service charges and other charges exeonpséles or use tax and in part of taxable
receipts upon which tax has been paid, a bad ashtation may be claimed only with respect to
the unpaid amount upon which tax has been remittedetermining the unpaid amount, all
payments and credits to the account must be prbegainst the various elements comprising the
amount the purchaser contracted to pay.

028.05 In support of claims for such credit, detai must maintain complete and
adequate records showing:

028.05A Date of original sale;

028.05B Name and address of purchaser;

028.05C Amount purchaser contracted to pay;

028.05D Amount on which retailer remitted tax;

028.05E All payments or other credits applied tooamt of purchaser; and

028.05F Evidence that the uncollectible portiogiss receipts on which tax was
remitted actually has been legally charged off bachdebt for income tax purposes.

028.06 If any accounts found worthless and chaofkare thereafter in whole or in part
collected, the amount so collected shall be inadudehe first return filed after such collection
and the amount of the tax thereon remitted withrétern. Any payments made on a debt
previously charged off are applied first proporéfiyto the taxable price of the property or
service and sales tax thereon, and secondly tmtiteest, service charges, and any other charges.

(Section 77-2708(2)(j), R.R.S. 2003. April 12, 2005

REG-1-029 TRADE-INS OR EXCHANGES

029.01 When property is sold and part of thersglprice is resolved through the
purchaser trading in a used item that is similgh&item being sold, the retailer must collect and
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remit sales tax on the difference between the satiihg price and the amount allowed on the
trade-in.

029.01A Making payment with an item that is notitamto the item being purchased or
is a commodity regularly traded on an open markettaxable barter and not a trade-in.

029.01B See Reg-1-020, Motor Vehicles, for exchargfemotor vehicles and trailers
between individuals.

029.02 If the trade-in allowance exceeds the vatughich the property traded in is later
carried for inventory purposes, the excess allowasi@a form of consideration and is not an
allowable cash discount on a subsequent salegtacor

029.03 Under the foregoing, the full selling pratall be included in "gross sales and
services" and the agreed value of the article také&rade deducted to arrive at "net taxable
sales".

029.04 If the property taken in trade is not tadm®old in the retailer's regular course of
business, he or she must collect and remit thenake difference between the total selling price
and the amount allowed on the trade-in. In additiba retailer must pay the use tax on the
amount allowed on the trade-in for using the itéReg-1-035, Consumption of Untaxed
Property.)

(Sections 77-2702.07, and 77-2702.17, R.S.Supp3.1day 14, 1994.)

REG-1-030 LAY-AWAY AND WILL-CALL SALES

030.01 In the case of lay-away or will-call sgleeluding those in which a deposit is
made by the customer), retailers who maintain @xon a cash basis must report cash
collections on lay-away sales on the return forgéeod in which the cash is received.

030.02 All other retailers must report lay-awalesan the return for the period in which
they are entered as a sale on the retailer's books.

030.03 If the deposit is forfeited by the custontiee seller shall include only the amount
of the deposit received in his or her taxable rEsei

(Section 77-2703(1), R.S.Supp., 1992. January 243.)

REG-1-031 COIN-OPERATED MACHINES

031.01 General. For the purposes of this regulaticcoin-operated machine shall include
all machines where coins or substitutes for coiesreserted to render the machine operable.
Owners, other than lessors, of all coin-operatechings are the ultimate consumers of said
machines and are required to pay sales or usenttheqgourchase price.



Title 316 NEBRASKA DEPARTMENT OF REVENUE
Chapter 1 SALES AND USE TAX REGULATIONS

A lessor who purchases coin-operated machines sxely for the purpose of leasing or renting
them shall furnish his or her supplier a Nebraskadke or Exempt Sale Certificate, Form 13.
The lessor shall collect and remit the tax on tlesgl lease or rental receipts. The receipts from
leasing or renting a coin-operated machine arebtevaven if the sales by the machine are
exempt.

For purposes of imposing the sales tax on reckipts the operation of coin-operated machines,
they are placed in one of three general categdhese which vend property, those which are
operated for amusement, entertainment, or recreaiwd those which provide other services.

031.02 Vending property. When property is soldi®ans of a vending machine, the
person owning the property being sold through #nading machine is the retailer and is
responsible for sales tax on the entire grosspestierefrom regardless of how such receipts are
divided.

031.02A The sales tax does not have to be sepasttéed and collected from the
customer on sales of property through vending nmeshi

031.02B Where the retailer has machines at vataaions, only one sales tax permit
shall be required. Such retailer shall keep acewextords of the time and place of
installation of each machine, the date of remorn@hfany location, the amount of the
gross receipts from each vending machine, andribesgeceipts from the lease or rental
of any vending machine.

031.02C The gross receipts therefrom include thie stnd applicable local option sales
tax. The location of the machine determines thdiegge local option sales tax. In
determining the amount of sales tax to be rembtedending machine sales, use the
procedures described in 008.03 of Reg-1-008, Record

031.03 For amusement. Coin-operated amusementimeacthall include, but are not
necessarily limited to, such devices as:

031.03A Pinball games;
031.03B Shuffleboard;
031.03C Bowling games;
031.03D Radio-ray rifle games;
031.03E Baseball games;
031.03F Football games;
031.03G Racing games;
031.03H Boxing games;
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031.03I Coin-operated pool tables;
031.03J Video arcade games; and
031.03K Coin-operated musical devices.

031.04 Every owner or lessee of coin-operated amasat machines is required to be in
compliance with the provisions of the Mechanicalusament Device Tax Act, of the Nebraska
Revised Statutes. Such compliance shall exemptguads receipts from the sales tax which
would or could otherwise apply. If the owner orsles is not in compliance with the Mechanical
Amusement Device Tax Act, the machines may be de@ed the owner will have to remit the
sales tax on the receipts from the machines irtiaddo the other taxes, fines and penalties, (For
more information see the Mechanical Amusement ZeRiegulations). Nothing in this
regulation shall be construed as exempting themaligpurchase or lease receipts, as applicable,
of such machines from the tax.

031.05 For other services. These machines dcetigireperty and are not for amusement
but do other things such as provide blood pressuresight. If the machines also provide
fortunes or similar items they are amusement device

031.05A See Reg-1-048, Laundries and Dry Cleanegsrding coin-operated laundry
and dry cleaning devices.

031.05B See Reg-1-065, Telephone and Telegraph Qomation Services, regarding
the receipts from coin-operated telephones.

031.05C See Reg-1-099, Motor Vehicle Services,rodga the receipts from coin-
operated car washes.

031.05D The gross receipts of machines for othmiices are exempt unless the services
provided are otherwise taxable.

031.05E When taxable services are provided bymapéerated machine, 031.02A and
031.02C apply to those machines.

(Sections 77-2703(1)(c) and 77-3005, R.R.S. 20@®oléer 1, 2003.)

REG-1-032 LEASED DEPARTMENTS

032.01 Where a retailer has leased certain odéipartments in his or her business place
to other persons for the purpose of selling prop@riconsumers, each such lessee shall be
required to secure a sales tax permit as a retaiher lessee shall be responsible for the filing of
separate tax returns and the payment of the tawulits sales; provided, the lessee keeps
separate books of account and makes his or hercollattions on account of the sales.
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032.02 If the retailer (lessor) keeps the booksHe leased departments and makes
collections on account of their sales, the lessay,ras agent for the lessee, make the required
separate returns and pay the taxes due. The lessoot include the leased department on his or
her combined sales tax return. The lessee shallenatlieved of his or her liability in the case
the lessor fails to make the proper returns os tailpay the taxes due.

(Section 77-2705(3) and (5), R.S.Supp., 1993. Mgy1994.)

REG-1-033 TRANSIENT AND ITINERANT SELLERS

033.01 The requirement that any person must haadea tax permit before he or she
may lawfully sell property or services at retaikimis state applies to all forms of retail selling,
whether through stores, from private residencefieatmarkets, fairs, or temporary booths, from
trucks and wagons, by house-to-house canvassveytaihg through newspapers or radio and
television, or in any other similar manner.

033.02 A distributor selling through mobile salegons may enter into an agreement
with the Department of Revenue to collect tax fespersons working for the distributor as
independent contractors. The distributor must @tloe retail price of each item sold and the
location of each sale. When the distributor hasrewxt into such an agreement, the individual
sellers do not need individual sales tax permits.

033.03 The promoter or operator of a trade shoaft show, flea market, or fair is
required to be licensed as a retailer. The pronmeateragree with persons making sales at the
event to remit the tax for those who do not havesstax permits. If the promoter and the seller
make such an agreement, the seller is not regtarettain a sales tax permit.

033.04 Persons who sell at retail from other thatore may be required to post a bond
with the Nebraska Department of Revenue as a donaiff their obtaining a sales tax permit.
The posting of a bond is conditioned upon theirdoimpliance with the provisions of the
Nebraska Revenue Act of 1967, as amended, andait@siunting to the Department for all
monies due thereunder.

033.05 Transient and itinerant sellers who havainbd sales tax permits must have their
permits in their possession and must display theomuequest.

(Sections 77-2702.14,77-2705(3), and 77-2713(1,Rupp., 1992. January 24, 1993.)

REG-1-034 AUCTION AND CONSIGNMENT SALES

034.01 All auction and consignment sales of priypare sales at retail and the auctioneer
is a retailer who must collect and remit the taxabirsales except as follows:

034.01A If an auctioneer is an agent of a retdiésethen the seller or other agent of the
seller is responsible for the collection and reamitte of the tax on each transaction;
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034.01B If another person acts as clerk for aniandale and handles the money for the
sale, then the clerk is the retailer and is resipé$o collect and remit the tax on items
sold; or

034.01C If the sale is otherwise exempt becauskeomature of the item sold, the nature
of the purchaser, or the intended use of the iBuoh sales are exempt and not taxable.
See Reg-1-012, Exemptions.

034.02 All sales made by auctioneers or consigfieesan auction house or any other
place under the control of an auctioneer or corsgare taxable sales subject only to the
exception in item 034.01C of this regulation or éxeeption for sales by religious organizations
in Reg-1-091, Religious Organizations.

(Sections 77-2702.09, 77-2702.14, and 77-2704.853Rpp., 1993. May 14, 1994.)

REG-1-035 CONSUMPTION OF UNTAXED PROPERTY

035.01 Persons who take property originally puseldatax free with a resale certificate or
from inventory (stock) for personal or business, usmsumption, or gift, must report and pay a
use tax on such property. Such persons must entidredr books the cost of all such property and
pay the applicable tax on their purchase pricénefaroperty at the rate in effect at the time of
use. The cost of those articles taken from stookilshbe reported on the applicable line of the
Nebraska and Local Sales and Use Tax Return .

035.01A Retailers who use property, such as celtelaphones, satellite dishes, or
DVRs, as an inducement to obtain signed servicé&racs for a third party service
provider must pay consumer's use tax on the difterdetween the retailer's cost of the
property and any amount received for such property.

035.02 Retailers of aircraft may, in lieu of paytme applicable tax on their purchase
price of the aircraft used for personal or businmgposes, elect to pay the tax on the gross
receipts realized from the use of such aircrafsulth election is made, it shall be pursuant to the
conditions set forth in Reg-1-067, Aircraft and &el Services.

035.03 Destruction or other disposition, for whighconsideration is received, of
property purchased for resale and subsequentlyrdeted to be unsalable is not considered to be
personal or business consumption and is therefmrearable.

035.03A However, disposition of such property isatae if used as a gift or contribution
by the owner. The tax is due on the original cdshe property.

035.04 Destruction of property for research angetbgment or testing purposes is
taxable.
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(Sections 77-2706(3), and 77-2706.01, R.R.S. 2808 section 77-2703(2), R.S.Supp., 2005.
March 7, 2006.)

REG-1-036 PREMIUMS AND GIFTS

036.01 Donors are regarded as consumers of ting tienated and their purchase of the
item in Nebraska is taxable. If a gift is deliveiadNebraska to either a donor or donee, the sale
is completed in Nebraska and tax must be colleloyetthe Nebraska retailer; however, if the
retailer delivers the item to either the donor onek at a destination outside of this State, no
Nebraska sales tax is applicable. For determinatiguoint of delivery, see Reg-1-006, Retail
Sale or Sale at Retail.

036.02 The sale of items to be given away for gheg or promotional purposes is
taxable. The sale to a donor of items to be givesiomated for charitable purposes to an exempt
organization is taxable.

036.03 Where the item is purchased for resalesabhdequently given away, the
purchaser must include in his or her tax returrohiser cost of such goods and pay the tax
thereon.

036.04 A purchase by an exempt organization femptlirpose of giving the item away,
such as a prize in a contest, or raffle, is exeipé. recipient of the item does not have to pay the
tax.

036.04A Sales of pickle cards, lottery, and rdift&ets to individual participants are
sales of a chance to win and are exempt from tles sa use tax. The sale of the pickle
cards or tickets to the organization is taxabléessithe organization is an exempt
organization or an exempt governmental unit.

036.04B Sales of Nebraska Lottery tickets to irdlnal participants or to Lottery Game
Retailers are exempt.

036.05 The purchase of a gift certificate is exe¢hen the donee uses the certificate, in
whole or in part, the transaction is taxable theeas if cash were used to make the purchase.

(Sections 77-2702.13, 77-2704.11, and 77-2706(8)3Rpp., 1993. May 14, 1994.)

REG-1-037 TRADING STAMPS AND COUPON REDEMPTION

037.01 When trading stamps are redeemed for maed@® the transaction is a retail sale
and is taxable. The tax is computed on the faiketavalue of the merchandise transferred in
exchange for the stamps. No tax is due when stangpredeemed for cash rather than for
merchandise.
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037.02 The purchase of trading stamps by a refaitalistribution to his or her
customers is not regarded as the purchase of gyogreat accordingly, no tax applies. The
purchase of redemption merchandise is a purchagsedale. The stamp distributor who sells the
stamps to the retailer must pay tax on their pugeld the stamps.

037.03 COUPONS.

037.03A When coupons are accepted by retailerast @f the selling price of any
taxable item and such retailer is reimbursed feraimount represented by the coupon by
a third-party, e.g., a manufacturer or distributbe value of the coupon cannot be
subtracted from the selling price when determinthmgtaxable amount at the time of the
sale to the purchaser.

037.03B When coupons are issued and redeemed bgttiler, that is, if they are
sponsored by him or her and are not subject tamptlen by a third-party, e.g., a
manufacturer or distributor, then the coupons aresiclered "cash discounts”, and the
amount of the coupon may be subtracted from tHmgqdrice.

(Section 77-2701.35, R.R.S. 2003, and section T2-26, R.S.Supp., 2004. April 12, 2005.)

REG-1-038 FINANCIAL INSTITUTIONS

038.01 The tax applies to the purchase, leasentalrof property or services by financial
institutions for its own use or consumption. Finahmstitutions include national banks as well
as state-chartered institutions.

038.02 A financial institution which engages ie gale, lease, or rental of property or
services to consumers must register as a reted#ect, and remit the tax due to the Department
of Revenue. Taxable sales by financial institutimetude, but are not necessarily limited to,
sales of checkbooks, silverware, pictures, savangsggy banks, and repossessed merchandise.
The gross receipts from the lease or rental ofgntyoy a financial institution are also taxable.
See Reg-1-018, Rent or Lease of Tangible PersaopkRy, for the taxation of capital or
operating leases. Safe-deposit boxes are not @residangible personal property and
accordingly their rental is not taxable.

038.03 Imprinted (personalized) checks sold bykbda customers are taxable. If such
checks are furnished the customers at cost, tleehahk may either purchase the checks for
resale and collect the applicable tax from its@ongrs or pay the tax to its suppliers. If checks
are issued to customers for a fixed charge perkchédch represents a service charge on the
accounts (PAYC), such charge is not taxable ta@tisomer, but the bank is the consumer of
such checks and must pay tax upon their purchase pr

(Sections 77-2702.07, 77-2703(2), and 77-2705(3,Rupp., 1993. May 14, 1994.)
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REG-1-039 ABSORPTION OF THE TAX PROHIBITED

039.01 The retailer is required to pass on tactresumer or user the full amount of the
sales and use tax. The retailer must collect thadaan item separate and distinct from the
selling price. It is a misdemeanor for a retaitbrectly or indirectly, to represent to the public
that the tax or any part of the tax will be assupadxorbed, or refunded by the retailer, or that it
will not be added to the purchase price, provided the Tax Commissioner by regulation may
permit a retailer to add and collect the tax imploa@hout separately stating the tax. The
regulation containing the authorization to inclulde tax in the price of a specific type of
property or service must be adopted prior to theding of the item. See Reg-33-007 for the
procedure for requesting such a regulation.

039.02 The provisions of this regulation do ngilgpo public utilities. (Reg-1-066,
Sewer and Water.)

(Sections 77-2702.07, 77-2703(1)(b) and (c), an@7113(5) R.S.Supp., 1992. January 24,
1993.)

REG-1-040 ALCOHOLIC LIQUORS CONSUMED ON THE PREMISE S

040.01 The sales tax does not have to be sepastdddd and collected from the
customer on sales of beverages and snack food$ ahecconsumed on the premises of the
licensed alcoholic liquor retailer. Retailers wimrtbt separately state the sales tax shall
determine their taxable receipts in accordance thighprocedure set out in paragraph 008.03 of
Reg-1-008, Records.

040.01A The tax must be separately stated andctetleon the sales of sandwiches, hot
foods other than hot beverages, and meals.

040.02 Including the tax in the sales prices dudsxempt the retailer from the payment
of the applicable tax on the gross receipts frooséhsales. The retailer is not prohibited from
separately stating and collecting the tax if hehw so desires.

(Section 77-2703(1)(c), R.S.Supp., 1993. May 19419

REG-1-041 CONCESSIONAIRE SALES

041.01 The sale of food and beverages by a conoes® is taxable except that
concession sales of food products, soft drinks,camdly by elementary and secondary schools
are exempt. (Reg-1-092, Educational Institutions)

041.02 Concessionaire sales are sales of foodvarédge made during the conduct of
another event.
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041.03 The sales tax does not have to be sepastdddd and collected from the
customer on concession sales of food and beverRg¢silers who do not separately state the
sales tax shall determine their taxable receipgsaordance with the procedure set out in
paragraph 008.03 of Reg-1-008, Records. Includiegax in the sales price does not exempt the
concessionaire from the payment of the applicadbteon the gross receipts from those sales The
concessionaire is not prohibited from separatedtirgj and collecting the tax if he or she so
desires.

(Sections 77-2703(1)(c), and 77-2704.10 R.S.SU@®92. January 24, 1993.)

REG-1-042 BOTTLE CLUBS

042.01 The gross receipts of bottle club licen$ema the dispensing and serving of
alcoholic liquors, food, ice, mixes, and the like gaxable. This holds true notwithstanding that
under the Nebraska Liquor Control Act the dispemsihalcoholic liquors by a bottle club
licensee is not considered a sale.

042.02 Sales to bottle club licensees of alcoHmjiwors, food, ice, and mixes to be
dispensed and served by them to their members @egtgfor a consideration are sales for resale
to which the tax does not apply.

042.03 Bottle clubs must obtain a sales tax pemantount for and remit the tax in the
same manner as do other retailers.

(Section 77-2702.15 R.S.Supp., 1992. January 28.19

REG-1-043 CONTAINERS

043.01 Container means the materials used to ioQtaver, wrap, or package a product
for sale, shipment, or delivery. Containers inclbdees, bottles, cans, bags, sacks, and wrapping
materials, such as paper, tape, string, and laBelstainers designed for use on transportation
equipment are discussed in Regulation 1-069, ComandrnContract Carriers.

043.02 Containers are either returnable contamen®nreturnable containers.

043.02A Returnable container means a reusableioenthat is normally returned to the
seller by the buyer of the contents of the contaiAeeturnable container includes any
container on which there is a deposit that is rééahto the purchaser of the contents
when the container is returned.

043.02B Nonreturnable containers are all contaittetsare not returnable containers.

043.03 Returnable containers are taxable whenaaiented to the person who will place
the contents in the container.
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043.03A The collecting or refunding of depositsreturnable containers is exempt.

043.04 Empty nonreturnable containers are exeingptrchased by a person who will fill
the container and sell the contents and the cantéagether.

043.04A Empty nonreturnable containers are taxpdnthased by a person who will not
sell the contents or will remove the contents ftbecontainer before sale.

043.05 Any charge for a container, for wrappingtam, or filling a container, is taxable,
except if the contents are sold at the same tirddl@contents are exempt, the charge is exempt.

043.05A The person charging for the containerwapping, or for filling may purchase
the container or the materials used for resale.

(Sections 77-2704.24 and 77-2704.47, , R.R.S. 2803 Pepsi Cola Bottling Co. v. Peters, 189
Neb. 271, 202 N.W.2d 582 (1972). April 12, 2005.)

REG-1-044 ADMISSIONS

044.01 The term "admission”, as used herein, méengght or privilege to have access
to or use a place or location where amusementstaimeent or recreation is provided. The gross
receipts from the sale of admissions, includinglsarges, are subject to sales tax. This includes
season or subscription tickets for specific ocassmr for multiple occasions, either limited or
unlimited during a period of time.

044.02 The term "membership”, as used herein, sneaving all the participation rights
of belonging to an organization which shall inclubet are not necessarily limited to, the voting
for officers, the holding of office, and the abhyjlio change the constitution and bylaws. The
payment or receipt of membership dues is exemptad the sales and use tax. Membership
shall not include any charge that is intended lmaahdmission to a place or event, or series of
events, rather than to confer participation rights.

044.03 The tax may be included in the total adiowsprice. If the tax is included in the
total admission price, a statement must appednetidket to the effect that the sales tax is
included in such price unless the price is seppratated on a sign posted in a conspicuous place
where the admissions are sold.

044.04 The amount of tax on admissions is caledlat the rate in effect on the date of
the sale at the place where the admission willrbatgd.

044.04A When a single charge is made to cover aiomto more than one attraction
under the same management, the tax is computdtedrasis of a single charge. If
separate charges are made for each attractiotgxhe computed on each charge or on
the total of the separate charges.
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044.05 No refund or credit of the sales tax isve#ld by reason of nonuse of any ticket of
admission except where the selling price of thieetiés also refunded.

044.06 Places of amusement, entertainment, ogagon include, but are not limited to,
amusement parks, archery ranges, art exhibitstauwdns, baseball parks, bowling alleys,
cabarets, country clubs, dance halls, driving ranfgergrounds, fishing ponds, football stadiums,
golf courses, gymnasiums, health clubs, miniatoleapurses, movie theaters, museums, night
clubs, parks, race tracks, racquetball courtsjraiainks, skeet ranges, street fairs, swimming
pools, superslides, tanning salons, theatersrarages, toning salons, and zoos.

044.07 An admission does not constitute a refitéddeofacilities. Consequently, the
purchase, lease, or rental of any property by tineeo or operator charging the admission is
taxable and is not for resale.

044.08 Where a separate charge, in addition tadh@ssion, is made for actual rental of
property such as bowling shoes, roller skatesjigtadeat cushions, etc., such gross receipts are
taxable. The original purchase of such property beynade with a resale certificate where the
use is to be solely for renting or leasing purposes

044.09 Cover charges, minimum charges, chargegservations, or any similar charges
are charges for admissions, and the sales taxbaustllected and remitted on the gross receipts.

044.10 The operation of a checkroom is a seraod,shall not be considered an
admission. The gross receipts from the operatiaroat or hat checkrooms should not be
included in the gross receipts upon which salesstanmputed.

044.11 Admissions charged by public or privatenegletary or secondary schools or
school districts are exempt. Admissions chargedtbgient organizations or parent-teacher
associations in a public or private elementarysasoadary school during the regular school day
or at an approved function of the school, are exemp

044.12 The gift of an admission is exempt. Theodonust pay tax on any payments
made to obtain the admission that was given away.

044.13 When the charge for an admission to amigctionducted by a nonprofit
organization is combined with the solicitation af@ntribution see Reg-1-090, Nonprofit
Organizations, for the proper taxation of the anainarged.

044.14 Charges for admission to political fundsirag events by ballot question
committees, candidate committees, independent ctieesj and political party committees,
which are either registered with the Political Aantability and Disclosure Commission, or are
committees for candidates for federal office, atenapt.

(Sections 77-2701.32 and 77-2704.10, R.R.S. 20@Bsections 77-2701.16, 77-2701.34, and
77-2703(1), R.S.Supp., 2004; The Governors of thiglts of Ak-Sar-Ben v. Department of
Revenue, Doc. 352, Pg. 148 (Lancaster Co. DistDetc. 27, 1984); and Attorney General's
Opinion No. 88 dated 11/17/69. April 12, 2005.)
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REG-1-045 MOTION PICTURE FILM, VIDEOTAPE, AND PROGR AMMING

045.01 Except as provided in paragraph 045.02046d)3, the sales and use tax applies
to the gross receipts from the sale or lease @renbment properties, including videotape,
motion picture film, satellite programming, andedkite signal descrambling or decoding
devices. Gross receipts includes the total amauentged for entertainment property including
but not limited to any license, royalty, franchibepadcast fee, or other method establishing the
charge.

045.02 The sales or use tax is not applicablentals or leases of entertainment
properties to theaters, or other exhibiting eniegs; where the admissions to the showing or the
charge to view is taxable.

045.03 The sales and use tax does not apply tealbelease, license, rental, or use of
personal property containing copyrighted mateoalrébroadcast by a radio or television station
to the general public if the purchaser is operatinder a certificate from the Federal
Communications Commission.

(Sections 77-2702.07, 77-2702.14, 77-2702.16, V227, and 77-2704.39, R.R.S. 1996.
November 11, 1998.)

REG-1-046 HOTELS, LODGINGS AND ACCOMMODATIONS

046.01 The sales tax applies to the receipts &pyroom or rooms, lodgings, or
accommodations furnished by any hotel, motel, toarist camp, tourist cabin, or any other
place in which rooms, lodgings, or accommodatiarsregularly furnished for a consideration
except licensed hospitals and nursing homes. Thestdooms, lodgings, or accommodations™
do not include camp sites, ballrooms, banquet rooeteption rooms, meeting rooms, or other
rooms which do not constitute a sleeping facilRgcreational vehicle park services are taxable.
(Reg-1-103, Recreational Vehicle Park Services)

046.01A Charges to guests or tenants for cablateflite television are taxable.

046.01A(1) The hotel, etc., may purchase the cabgatellite service, or separate
channels without the payment of tax if the chanpelde service is only
available for an additional charge.

046.01B Charges to guests or tenants for intrastigphone service are taxable. The
hotel cannot buy telephone service for resale, gxeben the hotel uses no part of the
telephone service.

046.02 Rooms, lodging, or accommodations supptigde same tenant for a period of
thirty (30) continuous days or more and the occadicental for less than thirty (30) days of
dormitories or facilities regularly used to houtgdents in a facility operated by an educational
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institution established or recognized under Chapeor 85 of the Nebraska Revised Statutes,
are exempt from the sales and use tax.

046.03 Hotels, etc., must remit sales tax on thegyreceipts from the sale of property or
services at retail including the sale of meals.phtiperty or services purchased by hotels, etc.,
are taxable except food, liquor, and like itemg #ra actually resold. Sales to hotels, etc., of
furniture, towels, soap, bedding, or other artidéproperty are regarded as sales for final use or
consumption to which the sales tax applies.

046.04 The term accommodations shall include cabiters and mobile homes which
have been either set up as a dwelling accorditigetdocal building codes or are permanently
annexed to real estate.

046.05 Employees of exempt organizations or exeyopérnmental entities are taxable
when they personally pay for accommodations, elvdreiemployee is on travel orders and will
be reimbursed for expenses incurred by the exengainization or governmental entity.

(Sections 77-2702.14 and 77-2702.15, R.R.S. 206&@er 1, 2003.)

REG-1-047 BARBER AND BEAUTY SHOPS

047.01 Barber and beauty shop operators are plymandering personal services not
subject to the sales tax. They are the consumdiseahaterials used in their business when
rendering such personal services and are requrpdyt the tax on all these purchases.

047.02 When barber and beauty shop operatorgrsglerty they are required to register,
collect and remit the tax on such sales directiheoDepartment of Revenue.

047.02A Operators may purchase for resale the ithatswill be sold.

047.03 Operators will pay the use tax on any efitiams purchased for resale that are
used in rendering personal services.

047.03A Operators who charge their employees @apaddent contractors working in
their shop for materials will collect sales taxtba amount charged.

(Sections 77-2702.13, and 77-2703(2), R.S.Supp3.1¥lay 14, 1994.)

REG-1-048 LAUNDRIES AND DRY CLEANERS

048.01 All property and services purchased bydaes and dry cleaners for use in
furnishing laundry and dry cleaning services aralée. Services rendered by such persons in
returning clothing and other items to their oridioandition are restoration services and are not
taxable.



Title 316 NEBRASKA DEPARTMENT OF REVENUE
Chapter 1 SALES AND USE TAX REGULATIONS

048.02 The sales tax does not apply to receipts toin-operated laundry and dry
cleaning devices. The sales or use tax appliel poagperty purchased by coin-operated
laundries to be used in the furnishing of laundmyvies, including machinery, equipment, repair
parts, materials, and supplies.

048.03 Electricity and other fuels purchased f@auadry or dry cleaner, or for coin-
operated laundry and dry cleaning devices is usedstoration and not in processing and is
therefore taxable.

048.04 When laundry and dry cleaner operatorsegoiid the rendition of restoration
services and make sales of clothing, bleach, swagther property, and alter, repair, or modify
garments, they must become licensed to collectramd the applicable tax.

(Sections 77-2702.13, 77-2703(2), and 77-2704.18,3 2003. Uniservice v. State, Doc. 402,
Pg. 150 (Lancaster Co. Dist. Ct., 1987).Octob&003.)

REG-1-049 LINEN AND CLOTHING SUPPLIERS

049.01 The gross receipts realized from rentak déirnishing of tangible personal
property, such as coats, caps, aprons, dressés;mgsi smocks, towels, linens, rugs, and diapers
under an agreement which provides for their peciatdaning or laundering, are taxable.

049.02 Persons providing this service are retdad shall issue resale certificates to
their suppliers for the clothing or other items @rhare furnished to their customers under these
agreements. Materials, equipment, electricity atheérofuels, and supplies consumed by the
retailer in providing this service, such as bagetber packaging, bleaches, softeners, and
detergents, are taxable.

(Sections 77-2702.14, and 77-2703(1) and (2), RS 1992. January 24, 1993.)

REG-1-050 MEDICINES AND MEDICAL EQUIPMENT

050.01 Home medical supplies, oxygen equipmenstpetic devices, mobility
enhancing equipment, durable medical equipmentsapglies used with the equipment or
devices covered under the Nebraska Medical AssistBnogram operated by Nebraska Health
and Human Services Finance and Support are exdimptsame items are also exempt when
prescribed by a practitioner licensed under Chagiteatrticle 1, or the Advanced Practice
Registered Nurse Act of the Nebraska Revised ®mfor the treatment of a medical condition
for a person not receiving benefits under the Nekaaedical Assistance Program.

050.01A Purchases by physicians and dentists acesied in Reg-1-051, Physicians
and Dentists.
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050.01B Purchases by medical facilities that ateemempt are taxed in the same manner
as physicians and dentists are taxed. The medicaity must maintain copies of the
prescriptions for items transferred without any ¢akected.

050.02 Sales of drugs, other than over-the-coultegs, that have been prescribed in
writing by physicians or dentists for human use areldispensed by a licensed pharmacist are
exempt from sales and use tax. Sales of drugs; tithe over-the counter drugs, which have
been orally prescribed by a physician or a deatstexempt from the sales and use tax;
provided, the prescription is recorded and signethb licensed pharmacist and filed in the same
manner as written prescriptions. Drugs, other thar-the-counter drugs, sold pursuant to the
refilling of a prescription from a physician or ardist are also exempt.

050.02A Drugs not sold in accordance with the ahmeeedures are taxable.

050.02B Over-the-counter drugs that can be purchag@out a prescription are taxable
even when they are prescribed by a doctor.

050.02C All illegal drugs are taxable.

050.03 Retailers making sales of drugs, other than-the-counter drugs, durable
medical equipment, home medical supplies, prostiigtvices, or mobility enhancing equipment
must keep the prescription sales records segreffatedother sales records. All original
prescriptions must be filed and available for irtdjpa by the Department of Revenue. When a
sale is made to refill a prescription, the recarfithe retailer must show the identification
number of the original prescription in order theference to the original may be made.

050.04 The sale of insulin with or without a prgstion is exempt.

050.05 The sale of corrective lenses, either aglagses or contact lenses, with a
prescription are exempt. Cleaning devices, cleaomgetting solutions, and cases are taxable.

050.06 The sale of hearing aids with a prescnipbip a practitioner licensed under
Chapter 71, article 1 or a Hearing Aid Instrumergp@nser and Fitter licensed under Chapter 71,
article 47 of the Nebraska Revised Statutes ammpgixel' he sale of hearing aid batteries is
exempt when the retailer maintains a copy of tlesgniption for the exact batteries purchased.

050.07 The following definitions are to be usedjaslelines to determine the exempt
status of equipment, supplies, or devices. The Be@at of Revenue will rely upon
determinations of the Nebraska Medical Assistanmogfam operated by Nebraska Health and
Human Services Finance and Support as to whetleeifispsupplies, devices, or equipment are
included within the terms used in this exemption.

050.07A Dental prosthetics shall mean any artifidental or oral device used on or
attached to the human body which replaces or dsreedeficient part of the body.

050.07B Durable medical equipment shall mean egeigmncluding repair and
replacement parts, that can withstand repeatedsuggamarily and customarily used to
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serve a medical purpose, is not generally usefalgerson in the absence of iliness or
injury, and is appropriate for use in the home.

050.07B(1) Durable medical equipment does not aelexercise equipment,
recliners, vibrators, hot tubs, or monitoring degiaot necessary in the use of
other durable medical equipment.

050.07C Home medical supplies shall mean suppfiesapily and customarily used to
serve a medical purpose that are appropriate ®ruthe home and are not generally
useful to a person in the absence of illness arynHome medical supplies do not
include items for personal comfort, hygiene, omeesc purposes, or any drugs.

050.07D Mobility enhancing equipment means equigdrtigat enables a disabled or
handicapped person to enter, exit, or move frompdaee to another in his or her
residence, and equipment installed on a motor ieelocmake the motor vehicle suitable
for use by a disabled or handicapped person.

050.07E Oxygen equipment shall mean oxygen cylsydaidinder transport devices,
including sheaths and carts, cylinder studs ang@diglevices, regulators, flowmeters,
tank wrenches, oxygen concentrators, liquid oxyggse dispensers, liquid oxygen
portable dispensers, oxygen tubing, nasal canniales, masks, oxygen humidifiers, and
oxygen fittings and accessories.

050.07F Drugs means any compounds, substanceseparations recognized in the U.S.
Pharmacopoeia, U.S. Homeopathic Pharmacopoeiaationidl Formulary which are
intended for use in the diagnosis, cure, or treatroédisease or intended to affect the
structure or function of the body. Drugs do notude grooming and hygiene products
such as soap, toiletries, and cosmetics.

050.07G Prosthetic devices shall mean replacernengctive, or supportive devices
worn on or in the body to replace a missing portbthe body, prevent or correct
physical deformity or malfunction, or support a wea deformed portion of the body.
Prosthetic devices include any supplies used with slevices and any repair or
replacement parts.

050.07H Appropriate for use in the home means tjugpenent can be used or operated
by a person without specialized training.

050.071 Over-the-counter drug means a drug comigiailabel as required by 21 C.F.R.
201.66.

050.08 Charges for home medical supplies, oxygeipenent, mobility enhancing
equipment, or durable medical equipment that arehased with a doctor's prescription and are
billed under Part B of Medicare, are exempt.

050.09 Charges which are billed under Medicaid amedpaid on a State of Nebraska
Treasury Warrant, are exempt.
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(Section 77-2704.09, R.S.Supp. 2005. March 7, 2006.

REG-1-051 PHYSICIANS AND DENTISTS

051.01 Charges for professional services rendaygzhysicians and dentists are not
taxable.

051.02 Physicians and dentists are considerediomrs of all property and services
which they purchase for use in the practice ofrthefessions.

051.02A Drugs, not including over-the-counter dyygesthetic devices, durable medical
equipment that is suitable for use by only oneguéitiand home medical supplies that are
consumed in the treatment of a patient which wdeléxempt under Reg-1-050,
Medicines and Medical Equipment, if purchased diyday the patient, are exempt when
purchased by the doctor or dentist.

051.02B Supplies that are used in examinationsagnosis, and test or diagnostic
equipment, are taxable when purchased.

051.02C Durable medical equipment may be purchlgéle physician or dentist
without the payment of tax when the ownership efeéquipment will be transferred to
the patient. Durable medical equipment that istravisferred to a specific patient is
taxable when purchased by the physician or dentist.

051.03 When physicians and dentists separatdlpreglerty, they are required to collect
the tax on such sales or to maintain records, dkf@er confidential patient records, showing such
sales were exempt.

(Section 77-2704.09, R.R.S. 2003. April 12, 2005.)

REG-1-052 FLORISTS

052.01 Charges by a florist to his or her custe@r the sale and delivery of flowers,
wreaths, or other floral products are taxable wihentems sold are delivered by the florist to
points within the State of Nebraska, or when tbeidt receiving the order instructs another
florist to make the delivery.

052.01A When the florist receiving the order mattessdelivery, the tax shall be
collected at the appropriate rate, including layation sales tax, for the delivery location.

052.01B When another florist makes the deliverg,fitrist receiving the order from the
customer will collect the tax at the rate, incluglincal option tax, for the location where
the order was taken.
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052.02 The sales tax applies to amounts chargéldtsts who receive orders for the
delivery of flowers, wreaths, etc., and instrudtestflorists to make the delivery. The sales tax
does not apply to separate charges made by thst flor transmitting the instructions.

052.03 The tax does not apply to amounts recedyedebraska florists who make
deliveries in this state pursuant to instructicexeived from other florists.

052.04 Wires, stems, vases, or other propertywbézome a component part of a
finished "arrangement” are not taxable when pumthéy the florist.

(Section 77-2704.11, R.S.Supp., 1992. January223.]

REG-1-053 FUNERAL DIRECTORS AND UNDERTAKERS

053.01 Funeral directors and undertakers are dered to be in the dual capacity of
rendering services and selling property. Salesiteaches to such sales of property and shall
apply as set out in this regulation.

053.02 Funeral directors or undertakers are censitito be purchasing for resale such
items as caskets, vaults, and clothing, and aaegiydshould furnish their suppliers of such
items with a resale certificate. However, funeiegdctors or undertakers are considered
consumers of embalming fluid, cosmetics, chemiaHfgce equipment, funeral home
furnishings, advertising calendars, booklets, maédrcles, embalming instruments, grave
equipment, stretchers, and baskets. The applitakleust be collected by the supplier and
remitted to the Department of Revenue.

053.02A When a funeral director or undertaker ipleyed to prepare the remains and
place it in a casket for subsequent shipment caitsidhis state, sales of caskets,
clothing, and similar items, are taxable as thévdg} has taken place when the remains
were placed in the casket.

053.02B When remains are shipped into this statbudal purposes and a vault is
purchased from the Nebraska funeral director, saleapplies on the charge for the
vault.

053.03 No sales tax shall be charged on buriale/fach payment is made directly to the
funeral director or undertaker by the State of ldeka or any county.

053.04 If separate charges are made for the sal®@perty and for required services,
sales tax shall be collected only on the sale op@rty. In such cases, tax would not apply to
charges such as embalming and care of the remaagf the hearse, limousine, grave opening,
purchase of a lot, remuneration to the ministerrandicians, use of the church, or press notices.

053.04A Where the funeral director or undertakechases flowers, sales tax must be
paid by the funeral director or undertaker to tbeidt unless the funeral director or
undertaker separately charges for the flowers. Wherseparate charge is made, the
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charge is taxable and the funeral director or ua#ter can purchase the flowers for
resale.

053.05 Where funeral directors and undertakensad@egregate the charges for the sale
of property from the sale of required servicesytigall collect and report the tax based on fifty
percent (50%) of the total charges. The sale dcfidetvaults and clothing are not considered a
part of required services and sales tax shall appilyrespect to 100% of the total from such
sales. Charges for all other nonrequired taxabilacgss are excludable from the tax base prior to
computation on the 50% basis. Charges for gravaings, purchases of a lot, payments to the
minister and musicians, use of the church, andspnetices are examples of charges for
nonrequired services.

(Section 77-2703(1)(k), R.S.Supp., 1993. May 14941

REG-1-054 NEWSPAPERS

054.01 Sales of newspapers, published at leat®tn®2 a year and containing matters of
general interest and reports of current eventsex@ept from the sales tax whether sold by
subscription or for cash.

054.02 Purchases of preprints such as adverssipglements, newspaper supplements,
or similar items, for distribution with newspapeare exempt when delivered directly to the
newspaper by the printer or by a common or contragier. Any of the preprints that are not
actually distributed with a newspaper, or thatraoedelivered directly to the newspaper, are
taxable.

054.03 Publishers of newspapers are exempt frym@iat of sales tax on their purchases
of paper, ink, preprints, and other component pertewspapers. Purchases which do not
become a component part of the finished newspapeh as presses, photography equipment,
office furnishings, and supplies are taxable.

(Sections 77-2702.13 and 77-2704.07, R.R.S. 206&@er 1, 2003.)

REG-1-055 MAGAZINES AND JOURNALS

055.01 Receipts from any sale, whether or notubgsription, for magazines and
journals are taxable.

055.02 Journals include professional publicatemd information service publications
that are updated periodically.

055.03 Publishers of magazines and journals arehpsing the property actually
incorporated as a component part of the finished et as a "sale for resale". Purchases by
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publishers which do not become a component paheofinished magazine or journal, such as
presses, photography equipment, office furnishiagd, supplies are taxable.

(Sections 77-2702.13 and 77-2704.22, R.R.S. 206&er 1, 2003.)

REG-1-056 ADVERTISING AND ADVERTISING AGENCIES

056.01 An advertising agency performs advertiseyices and develops advertising
materials for its clients.

056.02 The taxation of purchases by and salers atlaertising agency depend upon the
written agreement between the agency and the clidwet client and the agency may agree on
two different provisions that affect taxation.

056.02A The client can designate the agency toat@ears an agent of the client for
purchases.

056.02A(1) If the client does not designate thenagéo operate as their agent,
the advertising agency must operate as a retaidernyparagraph 056.05 of this
regulation for that client.

056.02B If the client has agreed the agency isaijpey as their agent, the client and the
agency may also agree the agency owns the matesiadsin producing and developing
the advertising.

056.02B(1) The agreement covers the ownership témads that are not
transferred to the client or delivered to custonagrpotential customers within
one year of the completion of the project.

056.02B(2) All materials that are physically deleeé less than one year after the
completion of the project to the client, to theentis customers or potential
customers belong to the client regardless of threg®f the agreement.

056.02B(3) If the agency owns the materials underaigreement, the agency
must operate under paragraph 056.03 of this raguol&r that agreement.

056.02B(4) If the client and agency do not agreg tine agency owns the
materials, then the client is presumed to own théenmals and the agency must
operate under paragraph 056.04 of this regulation.

056.02C The agency may have one agreement witbra that covers all of the projects
for that client. The agency may also have diffeggreements with the same client at
different times or on different projects, or theeagy may have different agreements with
different clients.
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056.02D When the agency is required to operaterutitferent paragraphs of this
regulation, the agency must have different procesltor such things as record keeping,
storage or disposition of materials, and licensihgzork from other persons.

056.02D(1) If the same procedures are used falialts regardless of the terms
of the agreement, the agreements will be disregaaddeing intended to avoid
the tax.

056.03 This section of this regulation applies wttee client has designated the
advertising agency as its agent for sales andaxspurposes, and has agreed in writing that the
advertising agency owns the materials.

056.03A The agency must pay tax on labor or credtient purchased from third-parties
for the development or production of the ideasoomiork on advertising materials.

056.03A(1) The agency must pay tax on the totaliarhpaid to third-party
artists, photographers, printers, and music produoe drawings, pictures,
photographs, audio or video tapes, or for the fightse their work. The entire
amount is taxable even if it is itemized as comsgjtmodeling fees, studio rental,
or copyright license.

056.03A(2) The agency will not pay tax on salate#s employees or fees paid
to models, musicians, or voice talent hired byagency.

056.03B The agency must pay tax on all purchaseguwpment, supplies, and tools for
the development or production of ideas for eitlebreatising services or advertising
materials. Items used by the agency include computemputer software, typewriters,
paper supplies, photographs, chemicals, and dragvipginting materials.
056.03C An advertising agency must pay tax onultipases of advertising materials.
056.03C(1) Advertising materials include all tymégprinted material, audio
tapes, video tapes, signs, posters, pictures, dgawcomputer graphics, computer
music, paste-ups, mechanicals, or other artwork.
056.03D The agency will not collect tax from itgeok on charges for projects that result
in the advertising services listed below. The agemd pay tax on its purchases as
otherwise required in this paragraph.
056.03D(1) Writing original manuscripts and neweases;

056.03D(2) Writing copy or preparing artwork foreus newspapers, magazines,
television, or radio;

056.03D(3) Providing consultation or market reskarc

056.03D(4) Compiling statistical or other infornaatj or
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056.03D(5) Placing or arranging for advertisemaémtsewspapers, magazines,
television, or radio.

056.03E Advertising materials are transferred edlent if title or possession are
transferred to the client or if the materials agéwvered to customers or potential
customers of the client.

056.03E(1) The agency will not collect tax on tineoants billed to the client for

reimbursement of payments by the agency to thirtiggafor the materials, labor,
or talent.

056.03E(2) The agency will collect tax on any anteunilled for work performed
by the agency or its employees directly on mateti@nsferred to the client.

056.03F The agency and the client are both regplenfeir any tax that was not paid on
purchases made by the agency as an agent of ¢éimé. €inly the agency is responsible
for the tax on purchases of materials that wiltdtained by the agency.

056.04 This section of this regulation applies wtiee client has designated the
advertising agency as its agent for tax purposgshds not agreed in writing that the advertising
agency owns all advertising materials that arenamisferred. The client is presumed to own the
materials for the project, including those in tlesgession of the advertising agency.

056.04A The agency must pay tax on any labor @t talent purchased from third-
parties for the development or production of thesailor for work on advertising
materials.

056.04A(1) The agency must pay tax on the totallarhpaid to third-party
artists, photographers, printers, and music produoe drawings, pictures,
photographs, audio or video tapes, or for the rightse their work. The entire
amount is taxable even if it is itemized as comsgjtmodeling fees, studio rental,
or copyright license.

056.04A(2) The agency will not pay tax on salate#s employees or fees paid
to models, musicians, or voice talent hired byagency.

056.04B The agency must pay tax on all purchaseguwpment, supplies, and tools for
the development or production of ideas for eitlbreatising services or advertising
materials. Items used by the agency include computemputer software, typewriters,
paper supplies, photographs, chemicals, and dragvipginting materials.

056.04C The agency must pay tax on all advertisatgrials that will be transferred to
the client, unless the client is an exempt orgaitina

056.04C(1) If the client is an exempt organizatorexempt governmental unit,
the advertising agency may give the seller an exesalp certificate with the
name and exemption number of the exempt organizatio
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056.04C(2) Advertising materials include all tymégprinted material, audio
tapes, video tapes, signs, posters, pictures, dgawcomputer graphics, computer
music, paste-ups, mechanicals, or other artwork.

056.04D The agency will not collect tax from itgeok on charges for projects that result
in the advertising services listed below.

056.04D(1) Writing original manuscripts and newisases;

056.04D(2) Writing copy or preparing artwork foreus newspapers, magazines,
television, or radio;

056.04D(3) Providing consultation or market reskarc
056.04D(4) Compiling statistical or other infornaatj or

056.04D(5) Placing or arranging for advertisemamtsewspapers, magazines,
television, or radio.

056.04E All advertising materials are transfer@the client. This includes materials
such as mechanicals or paste-ups kept at the ggmatgrials delivered to the client or
materials delivered to customers or potential qusts of the client.

056.04E(1) The agency will not collect tax on tineoants billed to the client for
reimbursement of payments by the agency to thirtigsafor materials, labor, or
talent.

056.04E(2) The agency will collect tax on any antsunilled for work performed
by the agency on materials.

056.04F The agency and the client are both resplersir any tax that was not paid on
purchases made by the agency as an agent of ¢éim¢ &hd on all purchases of
advertising materials used for the client.

056.05 This section of this regulation applies wtiee client has not designated the
advertising agency as its agent for tax purposes.agency must operate as a retailer and the
agency is presumed to be the owner of all advegdimaterials not transferred to the client.

056.05A The agency must pay tax on labor or credtient purchased from third-parties
for the development or production of the ideasoomiork on advertising materials. The
agency may purchase from third-parties the labed alrectly on the actual final product
for resale.

056.05A(1) The agency must pay tax on the totallarhpaid to third-party
artists, photographers, printers, and music produoe drawings, pictures,
photographs, audio or video tapes, or for the rightse their work. The entire
amount is taxable even if it is itemized as comsgjtmodeling fees, studio rental,
or copyright license.
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056.05A(2) The agency will not pay tax on salate#s employees or fees paid
to models, musicians, or voice talent hired byagency.

056.05B The agency must pay tax on all purchaseguwpment, supplies, and tools for
the development or production of ideas for eitlebreatising services or advertising
materials. Items used by the agency include computemputer software, typewriters,
paper supplies, photographs, chemicals, and dragvipginting materials.

056.05C An advertising agency must pay tax onultipases of advertising materials,
except the agency will not pay tax on advertisiragemals that will be transferred to the
client or to a customer or potential customer ef¢hent. The materials to be transferred
can be purchased for resale.

056.05C(1) Advertising materials include all tymégprinted material, audio
tapes, video tapes, signs, posters, pictures, dgawcomputer graphics, computer
music, paste-ups, mechanicals, or other artwork.

056.05D The agency will not collect tax on charfpggrojects that result in the
advertising services listed below.

056.05D(1) Writing original manuscripts and newleases;

056.05D(2) Writing copy or preparing artwork foreus newspapers, magazines,
television, or radio;

056.05D(3) Providing consultation or market reskarc
056.05D(4) Compiling statistical or other infornaatj or

056.05D(5) Placing or arranging for advertisemaémtsewspapers, magazines,
television, or radio.

056.05E Advertising materials are transferred eodlent if they are delivered to the
client or if the materials are delivered to custosy@ potential customers of the client.

056.05E(1) The agency must collect tax from thentlon the total amounts
billed to the client for advertising materials.

056.05E(2) The agency must collect tax on any arsoifled for work
performed by the agency on materials transferretdalient.

056.05E(3) The agency must collect tax from thentlon the total amount billed
for the project including any commissions, surclkesargr agency fees connected
with an advertising project that results in matierieansferred to the client.

056.05E(4) When a project results in both the sesviisted in paragraph
056.05D and the transfer of materials, the serfaes and commissions are
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partially taxed. The division will be based on tlenparative charges for the
services and the materials.

056.05E(5) If the client is an exempt organizaboexempt governmental unit,
the advertising agency may accept an exempt seliicze from the exempt
organization. The agency is then not required tleciothe tax from the client.
The agency must pay tax on all purchases of agusgtmaterials that are not
transferred as required in paragraph 056.05A.

056.05F The agency and the client are both redplenfeir any tax that was not paid on
the total amount billed by the agency for advergsinaterials.

056.06 The type of display determines if chargeotitdoor advertising are taxable.
Charges for displays that are fixed are exemped-tisplays include signs and billboards
attached to real estate. Charges for displaysatieatemporary, portable, or mobile are taxable.
These displays include signs and billboards otetisaiCharges for preparing messages for such
displays are taxable.

(Section 77-2702.07, 77-2702.13, 77-2702.15, and702.17, R.S.Supp., 1993. May 14, 1994.)

REG-1-057 PRINTING AND RELATED INDUSTRIES

057.01 Printing includes all printing, lithograptphotolithography, typography, color
separation, rotogravure, gravure, silk screen ipgntmprinting, laser printing, multilithing,
mimeographing, photocopying, die cutting, bindifadding, and similar operations.

057.02 The printer must collect tax on the greseipts for printing. The gross receipts
are taxable whether the printer or the customeriges the materials. Charges for delivery,
postage, or shipping paid to a printer or paidafiyeto the U.S. Postal service or a common
carrier on behalf of the printer are taxable.

057.02A Set up charges, type setting and similarggs, and charges for die cutting,
embossing, folding, and other binding operatiomstaxable.

057.02B The gross receipts from the sale of pregrguch as advertising supplements,
newspaper inserts, or similar items, are taxabbegixwhen sold for distribution with the
newspaper and delivered directly to the newspapénédprinter or a common or contract
carrier.

057.03 The printer must collect tax on chargegforting aids or for the preparation of
printing aids. The tax must be collected whetheytlre sold to a client or to another printer.
Printing aids are those plates or other materesphysically transfer the image to the paper or
other materials.
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057.04 The printer may accept a resale or exealptcertificate or a certificate of
exemption for direct mail from a customer. Whenrigale or exempt sale certificate or
certificate of exemption for direct mail is accehtehe printer does not have to collect the tax.

057.04A The printer may accept a resale certifif@ie an advertising agency acting as
a retailer;

057.04B The printer may accept an exempt saleficate from an exempt organization
or governmental unit that is exempt;

057.04C The printer may accept a certificate ohggon for direct mail. The purchaser
is responsible for the tax associated with thectlingail certificate. A certificate of
exemption for direct mail remains in effect untils revoked in writing by the purchaser,
(See Reg-1-105, Direct Mail);

057.04D The printer may accept delivery informationdirect mail. The printer will
collect tax based on the jurisdictions into whibk tlirect mail will be delivered. (See
Reg-1-105, Direct Mail.)

057.05 The printer must pay tax on all machiney aquipment and on all tools,
supplies, cleaning materials, and other consumables

057.06 The printer must pay the tax on printirdsai purchases to use. When the
printing aids are sold to the customer before Hreyused, the printer may purchase the printing
aids for resale. Unless there is a written agreémoetine contrary, the printing aids will be
considered sold before use when the printing aiseparately listed and priced on the printer's
invoice to the customer.

057.06A When the printing aids are sold to the@ust after they are used, the printer
must pay tax to his or her supplier and the printest also collect tax on the sale to the
customer.

057.06B The printer must pay tax on materials ahdaak that are purchased to make
printing aids. These materials and artwork inclpetographs, drawings, paintings,
hand lettering, other artwork, photographic repitmuns of such material, pasteups,
mechanicals, or camera-ready copy.

057.07 The printer may purchase paper, ink, anddoy materials that will be part of the
product sold to the customer for resale. Similatemals that are a part of the product delivered
may also be purchased for resale.

057.08 If mats for comic strip drawings, syndicat®lumns, syndicated photos, or
publicity photos are furnished to the publisheertithe columnist, syndicate, or the person who
purchases the mat must pay the tax to the persomvalkes the mat.

057.09 Charges for duplicating by means of a caerpword processor, or memory
typewriter are taxable. The taxable amount inclulgsamount for the original typing of the
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letter to be duplicated, and any customized infaionahat will be automatically inserted into
the letter.

057.10 Charges for individually typing by hand #adutation or inside address or a
personalized reference on mechanically duplicatdris are exempt. Charges for addressing for
mailing by hand are exempt.

057.11 Sales of signs, show cards, and postetsaable. Charges for painting signs,
show cards, and posters are taxable whether therialatare furnished by the painter or by the
customer.

057.12 Charges for painting or lettering on reapgrty, such as a building or a window,
are taxable. The painter must pay tax on the nasensed in such work. Paint is a building
material and is taxed based on the option seldwteéde painter. (Reg-1-017, Contractors.)

(Sections 77-2701.12, 77-2701.31, 77-2701.32, O3BB, 77-2701.35, and 77-2703.03, R.R.S.
2003, and section 77-2701.16, R.S.Supp., 20041 Apri2005.)

REG-1-058 PHOTOGRAPHERS AND PHOTOSTATIC MATERIALS

058.01 Sales and use tax applies to sales of giagibs and photostatic copies. Taxable
transactions include sales of photographs or ptetiogopies produced to special order for the
customer, and also to charges for the making ofqgraphs or photostatic copies when the
materials used are furnished by the customer.

058.01A Tax must be collected on the total selpnige without deduction for the cost of
the product sold, labor, professional expertiseggnyrother expenses of the photographer
such as travel time, rental of equipment, or sadaor wages paid to assistants or models,
whether or not such expenses are itemized on limgglio customers.

058.02 Photofinishers, photographers and photpstatucers may purchase for resale
property such as mounts, frames, and sensitizeer papich becomes an ingredient or
component part of photographs or photostats wirelsald. Sales to the photographer,
photofinisher, or producer of materials used orscomed in the process of making the
photographs or photostatic copies, such as chesnical/s, films, plates, proof paper, and
cameras, which do not become an ingredient or coetgpart of the item sold are taxable.

058.03 Charges for printing pictures or makingaeggments from negatives furnished by
the customer including charges for developing #ngatives are taxable. The tax also applies to
charges by a photofinisher for tinting or colorigtures.

(Sections 77-2702.07, 77-2702.13, 77-2702.15, &AA702.17 R.S.Supp., 1993. May 14, 1994.)
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REG-1-059 TIRE RETREADING, RECAPPING AND REPAIRING

059.01 Persons engaged in the retreading, rea@ppuh relugging of tires for customers
are deemed to be producing property for sale amddles tax attaches thereto. The sales tax
shall be collected on the full amount charged tretamer, which includes both materials and
labor, regardless of the manner in which the custambilled for such charges.

059.02 Where recapped, relugged or retreadedatieesold to or processed for dealers
for resale purposes, such dealers shall collediathen the full amount, which includes both
materials and labor, when the recaps, relugs cea@s are sold at retail.

059.03 Sales tax is imposed upon the charge noaided and tube repairing other than
tires for motor vehicles, trailers or semitrailessagricultural machinery used in commercial
agriculture. Sales to the person repairing tirestabes of articles, equipment and supplies used
in performing such repair service are sales falfuse or consumption and are taxable to the
repairperson at the time of purchase.

(Section 77-2702(4), (13) and (15), R.R.S. 200300er 1, 2003.)

REG-1-060 SEEDS AND PLANTS

060.01 The sale of seeds and plants, the prodtietkich ordinarily constitute food for
human consumption, are taxable, except when agtopatchased with food coupons, or the
electronic equivalent, or when sold to commercraldpicers. (Reg-1-087, Food for Human
Consumption.)

060.02 Seed legumes, seed grasses, and seedtgediaee sold exclusively for use in
commercial agriculture are exempt from the salesThe term "commercial agriculture" shall
mean the business of producing food products aratkeful and valuable crops. The crops can
either be sold or used by the grower. Commerciataljure includes commercial production in
greenhouses, nurseries, tree farms, and sod farms.

060.02A Purchases of seed legumes, seed grasdeseathgrains for use in commercial
agriculture do not need to be supported by a N&arResale or Exempt Sale Certificate,
Form 13, when the seller has other documentati@uéguately support the exempt use
of the products.

060.03 Sales of seeds, plants, shrubs, and twbes, sold to persons for growing or
improving home lawns, ornamental gardens, parkslelvards, and golf courses, are taxable.

(Sections 77-2704.46 and 77-2704.54, R.R.S. 20@3civi7, 2006.)

REG-1-061 AGRICULTURAL CHEMICALS
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061.01 Agricultural chemicals to be applied todlam crops in commercial agriculture are
exempt.

061.01A Agricultural chemicals as used in this ftagan includes adjuvants, surfactants,
bonding agents, clays, oils, and any other additorecompatibility agents, fertilizers,
anhydrous ammonia, minerals, insecticides, funggidodenticides, herbicides,
defoliants, soil fumigants, plant growth regulateigemicals, plant desiccants, seed
inoculants, and plant hormones.

061.01B Commercial agriculture as used in this ksgn is the business of producing
food products or other useful and valuable crope drops can either be sold or used by
the grower. Commercial agriculture includes comna¢groduction in greenhouses,
nurseries, tree farms, and sod farms. Commerciadiyire does not include storage of
crops off the farm or in commercial elevators.

061.02 The term fertilizers as used in this reguteshall mean a substance which
increases the plant food content of the soil anal @Esult becomes a part of the products grown
or assists in the growth of the plants.

061.03 Oxygen for use in aquaculture is exempt.

061.03A Aquaculture shall mean the agriculturatfica of controlled propagation and
cultivation of aquatic plants or animals for comoiakpurposes.

061.04 Sales of agricultural chemicals for useaintaining home lawns, home gardens,
parks, boulevards, golf courses, and other nonaltui@l production are taxable.

061.05 Sales of agricultural chemicals labeledheymanufacturer as solely to be applied
to land or crops in commercial agriculture do ne¢ehto be supported by a Nebraska Resale or
Exempt Sale Certificate, Form 13, when the selex dther documentation to support the exempt
sale.

(Section 77-2702.13, R.S.Supp., 1998, and secBeB®04.01, and 77-2704.41, R.R.S. 1996.
November 11, 1998.)

REG-1-062 ANIMAL LIFE

062.01 Sales of any form of animal life, the pragwof which ordinarily constitute food
for human consumption, are exempt from the saleSQattle, sheep, swine, baby chicks, turkey
poults, and bees are examples of exempt formsiofaiife.

062.02 Purchases of animal life, the productstativdo not constitute food for human
consumption, such as cats, dogs, zebras, minkkgetig penguins, canaries, chinchillas, horses,
donkeys, mules, domesticated elk and deer, osticme emus, are examples of taxable forms
of animal life. Purchases of taxable forms of anilif@ are taxable to the purchaser even when
such animal life is purchased for breeding purposes
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062.03 Certain animal specialty services provigednimal life may be taxable. See Reg-
1-102, Animal Specialty Services, regarding thetax of animal specialty services.

(Section 77-2702.13, R.R.S. 2003. October 1, 2003.)

REG-1-063 FEED, WATER, AGRICULTURAL CHEMICALS, AND VETERINARY
MEDICINES FOR ANIMAL LIFE

063.01 Feed, agricultural chemicals, veterinardimees, feed supplements, and water
for consumption by, use on, or use in caring famah life of a kind, the products of which
ordinarily constitute food for human consumptioroba kind, the pelts of which ordinarily are
used for human apparel, are exempt from the sales t

063.01A For the purposes of this regulation, aniifis limited to those animals that
are included in 063.01.

063.02 Feed and feed supplements includes whdlprtessed grains or mixtures
thereof, silage, hay, and forages or meals madeftben, mill feeds and commercial feeds,
minerals, salt, proteins, fats, fibers, vitaminsné meal, cod liver oil, limestone, calcium
carbonate, grit, and oyster shell. The sale of siechs to be used either separately or mixed as a
feed or a feed supplement is exempt from the taetdr sold as a premix, concentrate, top
dressing, or in raw form.

063.03 Water supplied for the care of animalsifall include water purchased to be
applied on such animal life for cooling or cleanpwposes.

063.04 Water is exempt from tax only when anydeatal use of the water for other than
care of or consumption by animal life is less ttempercent of the water purchased. Each person
claiming an exemption for water usage shall provtigeseller with an exempt sale certificate.

063.05 Veterinary medicines as used in this reéguiancludes medicines for the
prevention or treatment of disease or injury imaals and includes all drugs, antibiotics, viruses,
serums, toxins, antitoxins, or analogous produtcte&tural or synthetic origin. (Reg-1-078,
Veterinarians and Veterinary Medicines)

063.06 Agricultural chemicals as used in this fagon includes pesticides, insecticides,
fungicides, growth-regulating chemicals, hormomedgenticides, or any other substance or
mixture intended for preventing, destroying, repgll or mitigating pests of animals or to affect
the structure or function of animals. (Reg-1-078térinarians and Veterinary Medicines)

063.07 Sales of feed, feed supplements, vetermadicines, and agricultural chemicals
labeled by the manufacturer as solely for treatroeiare of food-producing animals do not
require an exempt sale certificate when the shlsrother documentation to support the exempt
sale.
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063.07A Sales of feed, feed supplements, vetermayicines, and agricultural
chemicals that can be used in the treatment orafdveth food-producing animals and
nonfood-producing animals are taxable unless sup@diy an exempt sale certificate.

063.08 Sales of feed, feed supplements, vetermadicines, agricultural chemicals, or
water for non-food producing animals, such as zlparakeets, penguins, canaries, donkeys,
mules, domesticated elk and deer, ostriches, emauses, work animals, and pets, such as cats,
dogs, and birds, or breeding stock of these aniar@l$axable.

(Sections 77-2702.07 and 77-2704.41, R.R.S. 206&@er 1, 2003.)

REG-1-064 INTERSTATE COMMERCE

064.01 Delivery into Nebraska. If property or seeg are purchased from a retailer in
another state for use or consumption in the staliebraska and delivery is made in this state,
such sale is taxable. It is taxable even if thepaser's order may specify that the goods are to be
manufactured or procured by the seller at a paitgide this state and shipped directly to the
purchaser from the point of origin.

064.01A Delivery in this state means that physpsession of the tangible personal
property is actually transferred to the buyer witthis state, or that the tangible personal
property is placed in the mails or given to a comrapcontract carrier at a point outside
this state and directed to the buyer in this state.

064.01B For property or services other than taegi@rsonal property, delivery in this
state means, for utilities, the utility servicgpmvided in this state; for maintenance
agreements, the property covered is in this statleeoplace at which the maintenance
must be performed is in this state; for satellitegpamming, the receiver is located in this
state; and for admissions, the location to whidaeas is granted is in this state.

064.01C See Reg-1-002, Consumer's Use Tax, congeltme consumer's responsibility
to pay the use tax directly to the Department ofeRee.

064.01D Printed material purchased with delivefgrimation provided by the purchaser
but without a certificate of exemption for direcais taxable on the portion of the
direct mail material delivered to Nebraska locatiofbee Reg-1-105, Direct Malil.)

064.02 Delivery from Nebraska. When property avises are sold within this state and
the seller is required as a condition of the sal@diver it to a point outside the state, or to
deliver it to a common or contract carrier for gpartation to a point outside the state, the sales
tax does not apply; provided, the property is ettimed to a point within this state. However,
where property or services are delivered in thagesthe sales tax applies, even if the buyer
intends to transport the property out of this state

064.03 Acceptable proof of transportation outsidestate will be:
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064.03A A wayhbill or bill of lading made out to tleeder of the buyer calling for
delivery;

064.03B An insurance, registry receipt, or otheengt issued by the United States Postal
Service;

064.03C A trip sheet signed by the seller's dejnagent and showing the signature and
address of the person outside the state who ret#dmeedelivered goods; or

064.03D Direct mail information indicating delivelgcations outside Nebraska.

(Sections 77-2704.11 and 77-2703.03, R.R.S. 20@Bsections 77-2703(2) and 77-2703.02,
R.S.Supp., 2004. April 12, 2005.)

REG-1-065 TELEPHONE AND TELEGRAPH COMMUNICATION SER VICES

065.01 Intrastate telephone and telegraph serstdiellar telephone service, wireless

paging service, and wireless radio service areblexahether furnished by public or private
corporations or enterprises. This would also ineltlibse services which are sold by mutual
companies.

065.01A Intrastate services which are taxable ohellocal exchange telephone service
charges, intrastate message toll charges, cetkigshone service, wireless paging
service, and wireless radio service, and the gexsspts from coin-operated telephones,
800 service, and 900 service, when such receiptbaintrastate service.

065.01B Sales of switching service and toll serw@le to service station customers
shall be considered sales at retail for teleph@ee As such, the telephone company must
collect the sales tax from the service stationamst's for rendering such switching
service.

065.01C Charges made to hotels, motels, similasranwdations, or any other company
by telephone companies for telephone service, dnatputelephone service that may be
rebilled by the telephone company customer to amnqthrty, are taxable. (Reg-1-046,
Hotels, Lodgings, and Accommodations.)

065.01D Sales of telephone directories or directomers to Nebraska customers by
telephone companies are also taxable.

065.01E Gross receipts does not include paymenigeba telephone service providers,
as defined in federal law, for division of revensettlements, carrier access charges, or
provision of telephone communication service.

065.01F Gross receipts does include the sale of@ap telephone calling arrangement
but does not include the payments to a telephomnecseprovider attributable to services
rendered using a prepaid telephone calling arrargen prepaid telephone calling
arrangement shall mean the right to exclusivelgpase telecommunications service that
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is paid for in advance that enables the originatibcalls using an access number or
authorization code, whether manually or electrdhjichaled.

065.01G When the purchaser is not using any podidghe purchased telephone
communication services, such services may be psechfor resale.

065.02 The tax on intrastate toll message chalgalsbe computed on the gross amount
of the total bill rendered, less any interstateghbne and telegram charges. The amount of the
tax computed on the intrastate toll message changes be indicated separately on the toll
statement. In computing the Nebraska sales taxXetleral telecommunications excise tax, the
Nebraska 911 surcharge, the Nebraska surchardgedoing impaired, and the Nebraska
Universal Service Fund surcharge, which have békd o customers shall be excluded from
the sales tax.

065.02A The tax on local exchange telephone serwibether on a flat or measured
basis, shall be computed on each total amountiiliethe telephone company for such
service.

065.02B Telegrams charged to the account of alielepsubscriber and billed by the
telephone company must include the tax as compatede telegraph company and must
appear on the bill in an amount equal to the regtiiarge for the telegrams plus the sales
tax. The tax on these telegrams must be remittetidoyelegraph company.

065.02C Intrastate long distance calls providea biyfferent communication service
provider that are charged to the account of a helap subscriber and billed by the
telephone company must include the tax as compawtede telephone company and
must appear on the bill in an amount equal to ¢igellar charge for the phone call plus
the sales tax. The tax on these telephone calls meugmitted by the telephone
company.

065.03 Any company furnishing telephone or telpgrservice is required to pass the
sales tax on to the consumer. In cases where geisamade for both intrastate and interstate
exchange service, and the interstate exchangecsasvnot charged separately or cannot be
readily determined, the sales tax shall apply &otthal charge.

065.04 Persons engaged in providing telephoneged@graph communications and
services are considered to be the consumers ofialatesupplies, and other items which they
use in providing their services. As such, they nmast the sales and use tax to the suppliers at the
time of purchase.

065.05 Charges made by a telephone company tuitemer for installations, service
connections, move and change charges, servicedggyraptional features like call waiting or
voice mail, and construction costs constitute gressipts for telephone service and are taxable.

065.06 All interstate toll message charges arenpkérom the Nebraska sales tax, as are
those gross receipts from coin-operated telephahésh are for interstate toll services. There is
no tax on private lines maintained by one or maes@ns if there is no sale of telephone or
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telegraph service to the public. A private line sloet include a line provided by a telephone
company that is routed through a switching facility

065.07 Services rendered to the United Statesrgment and to federal agencies and
instrumentalities, including those federal corpiorsg enumerated in Reg-1-072, United States
Government and Federal Corporations, are exemfas &apurchasers enumerated in Reg-1-
012.02C are exempt.

(Sections 77-2702.07, 77-2702.14, and 77-2703(H,R 2003. October 1, 2003.)

REG-1-066 SEWER AND WATER
066.01 The sales or use tax applies to all retddls of sewer and water services.

066.02 Sales tax applies to all amounts paiddwares and water, irrespective of whether
there is an actual consumption or not. Thus, tlsetax due on all payments whether in the form
of a minimum charge, a flat rate, or other billmgthod.

066.03 The gross receipts from furnishing sewerice are taxable regardless of the
nature of the use.

066.04 Rental charges made to the customer fagrmdiottles, and related equipment are
rentals of property and are taxable.

066.05 Water used for irrigation of agriculturahdls, manufacturing purposes, or for the
care of or consumption by animal life, the prodwdte/hich ordinarily constitute food for human
consumption or the pelts of which are ordinarilgdisor human apparel, is not taxable.

066.06 For the purpose of proper administratiotheftax on sewer and water services
and to insure that the full amount of any applieallx is collected and remitted, the entire
amount of sewer or water service sold or billedtigh one meter shall be taxable if any portion,
other than incidental use, of such service is tiexab

066.07 Incidental use of water shall include ukas are connected with the exempt use,
but are not themselves exempt, such as water fplogees for drinking, hand washing, or
restrooms. Such usage cannot exceed ten perctm tftal usage through the meter.

066.08 Amounts received from installation, serwoenection, move and change
charges, and construction are gross receipts ofgas of sewer and water service and are
taxable.

066.08A If there is no tangible personal propemstalled, annexed, or repaired and the
charge is merely for activating a connected sepnacd the contractor labor is exempt
under Reg-1-017.10, such charge is not taxable.
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066.09 An amount added for failure to make paymsetitin a prescribed period shall be
considered as a penalty or interest to which nateaches; provided, the additional charge is
separately billed to the customer.

066.10 Services rendered to the United Statesi@ment and to federal agencies and
instrumentalities, including those federal corpiorsg enumerated in Reg-1-072, United States
Government and Federal Corporations, are exemfas athose purchasers enumerated in Reg-
1-012.02C are exempt.

066.11 A water or sewer company with a formal sifaation of usage that reasonably
reflects the actual use by the customer, and ssaeuis for an exempt purpose, does not need to
accept an exempt sale certificate from each custageunt in the classification. This provision
iS not to be construed as relieving the consuméaloifity for the applicable tax on any such
usage.

066.11A Acceptance of a blanket exempt sale ceatiéi by a sewer or water company
relieves the company of any further tax liabilitytlisuch time as the sewer or water
company is notified of a change in use.

066.12 Persons furnishing sewer and water sermegselect to assume or absorb the
applicable sales tax or may elect to pass theotéxet final consumer in the same manner as all
other retailers. If the election is made to assomabsorb the tax, the vendor will remit the
applicable tax directly to the Department of Reveebased upon the total charges made to the
ultimate consumer. The receipts will not be faatidedetermine the proper amount of tax. All
billings to the ultimate consumer shall contairtaieament to the effect that no tax is being
collected from customers who are exempt or thatakdnas been assumed or absorbed by the
vendor for taxable customers.

066.13 If the vendor of sewer and water servitest®to pass the applicable tax to the
final customer, the tax shall be separately statedll billings; provided, that in lieu of
separately stating the tax, the Department of Revéwereby authorizes the vendor to include a
statement on all billings to the effect that theaktagharge includes sales tax. The total receipts
will be factored to determine the proper amourtiaaf (Reg-1-008, Records)

066.14 Persons engaged in providing water andrsssveice are considered the
consumers of materials, supplies, and other prpperservices used by them in providing their
services and must pay tax on their purchases.

066.14A Exempt governmental units providing watsvige must also pay tax on all
purchases of materials, supplies, and other prppeervices used in providing water
service. (See Reg-1-093.04.)

066.14B Exempt governmental units providing seveevise are exempt on all purchases
of materials, supplies and other property or sessigsed exclusively in providing sewer
service. (See Reg-1-093.04 and Reg-1-093.05.)

066.14C Exempt governmental units providing wagevise for fire protection are
exempt on all purchases of materials, suppliesoéinel property or services used
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exclusively in providing water service for fire pection. (See Reg-1-093.04 and Reg-1-
093.05.)

066.15 Charges made between sewer and water ca@aganjoint control and use of
facilities, duct space, pole or pin space, or ojbiet use of facilities in connection with
furnishing sewer and water services are exempt.

(Sections 77-2701.31 and 77-2701.32, R.R.S. 20@Bsections77-2701.16 and 77-2703(1)(b),
R.S.Supp., 2004. April 12, 2005.)

REG-1-067 AIRCRAFT AND RELATED SERVICES

067.01 Sales of property to and by any airlineagiegl in the transportation of persons or
property as a common or contract carrier are taxahe same manner as are sales to and by
other firms, persons, or corporations except asweh this regulation.

067.02 Sales of aircraft, and aircraft repair elacement parts for such aircratft,
operated by air carriers authorized and certifigdhle United States Department of
Transportation or another federal authority orraifgn authority to engage in the carriage of
persons or property in interstate or foreign conuaere exempt from the sales or use tax.

067.03 Aircraft and repair parts sold for privage or business use other than as a
common or contract carrier are taxable.

067.03A A nonresident individual, or other persathva business location outside this
state may purchase an aircraft in this state withweipayment of tax if the aircraft will
not be based or registered in this state and isvechfrom the state within ten days of its
purchase.

067.03B A nonresident individual, or other persathva business location outside this
state may purchase repair parts or repair serfacean aircraft in this state without the
payment of tax if the aircraft will not be basedegistered in this state, the parts or
services are delivered at an airport, and theanpls removed from the state within ten
days.

067.03C Equipment owned by persons holding an aityhaescribed in 067.02, but who
operate such equipment primarily as a private @adwoes not qualify for the exemption
on the purchase of aircraft, repair, and replaceémarns. (Reg-1-069, Common and
Contract Carrier Vehicles.)

067.04 Charges for flying lessons to obtain agigwilot's license and all dual
instruction, banner towing, crop-dusting, patrais,ambulance, search and rescue, livestock
feeding, sky diving and parachuting, and charterises, when the pilot or instructor is the
owner of the aircraft or employed by the aircraftner, are exempt. Except as provided in
067.02, the purchase or use of an aircraft in plingisuch services is taxable based on the sales
price to the purchaser.
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067.05 If a customer, rather than the aircraft @wfurnishes the pilot, the use of the
airplane is a rental which is taxable. See Reg-8,-&ent or Lease of Tangible Personal
Property, for sourcing of rentals or leases.

67.06 Retailers engaged in the business of saliigaft, including retailers in the
business of renting aircraft, who take aircrafgorally purchased tax free through a resale
certificate or from inventory (stock) for persooalbusiness use, consumption, or gift, must
report and pay a use tax on such aircraft. Suelleet must enter on their books the cost of all
such aircraft and pay the applicable tax on theicipase price of the aircraft. The cost of those
aircraft taken from stock is to be reported ondpplicable line of the Nebraska and Local Sales
and Use Tax Return, Form 10.

067.07 A retailer of aircraft as provided in 06¥r@ay, in lieu of paying tax on the sales
price of the aircraft, elect to pay use tax onghess receipts realized from the use of such
aircraft. Gross receipts shall mean the total amealued in money, whether received in money
or otherwise, realized by retailers from the usaiafraft for any purpose, including but not
necessarily limited to, those purposes enumerat@87.04 above, except the receipts realized
from the transportation of persons or propertyhioe as a common or contract carrier shall not
be included in the gross receipts.

067.08 If such an election is made, it shall bespant to the following conditions:

067.08A Notice shall be filed with the DepartmehRevenue and such election shall be
effective only upon approval,

067.08B The election, when made and approved b#partment of Revenue, shall
remain in force and effect for a period of not l#sm two years and thereafter until such
time as the retailer notifies the Department irtimgi of its intention to terminate the
election and such termination is acknowledged kyDhpartment;

067.08C The election shall apply to all aircraftniaentory;

067.08D When an aircraft is sold, destroyed, oentise removed from inventory, the
appropriate tax shall be computed without any dedaccredit, or refund of use tax on
gross receipts paid pursuant to this election; and

067.08E Retailers making the election must acctmrrthe gross receipts realized (as
defined in 067.07 ) each time an aircraft is usadi r@port the use tax on the applicable
line of the Nebraska and Local Sales and Use TanrReForm 10.

067.09 The election shall be requested in wrieind, in addition to general information,
shall contain a list of all aircraft in inventory bame, model, year, and registration number.

067.10 If an aircraft is brought into Nebraskahivitone year of purchase and is either
regularly based within this state or more than bal-of the aircraft's operating hours are within
this state, such aircraft is taxable in this state.
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067.10A Operating hours shall not include the oji@neof the aircraft for purpose of
maintenance, repair, or fabrication if the airciafsubsequently removed from the state
upon the completion of the maintenance, repaifalorication.

(Sections 77-2701.32, 77-2704.11, 77-2704.26, 0DAB0, 77-2704.44, 77-2704.50, and 77-
2706.01, R.R.S. 2003, and section 77-2703.01, REp.S2004. April 12, 2005. )

REG-1-068 RAILROADS

068.01 The sale of rolling stock to any railroachoy other person, whether a common or
contract carrier or otherwise, is exempt. In additithe sale of repair parts or replacement
materials for use on such rolling stock is not tdea

068.02 See Reg-1-015, Common and Contract Ca(Narkistate Operations) - Tax
Deferral for the taxation of items that may be usednother state.

068.03 Sales of other types of property to andaldlgoads are taxable in the same manner
as are sales to and by other firms, persons, @ocations.

068.04 Examples of such taxable purchases byaaitr for use in this state include but
are not limited to the following:

068.04A Water, sewer, and telephone service attdepo
068.04B Ties, rails, rock, and the like for trackintenance;
068.04C Office furniture and supplies; and

068.04D Motor vehicles not utilized as common eas

068.05 Sales of special fuel, as defined in Chigfiearticle 6, used to provide motive
power for railroad rolling stock, are exempt frome sales and use tax.

(Section 77-2704.27, R.S.Supp., 1992, and secti@é+&702.13, 77-2704.05, 77-2704.11, 77-
2704.30, and 77-2706(6) R.S.Supp., 1993. May 149419

REG-1-069 COMMON AND CONTRACT CARRIERS

069.01 The purchase and use of motor vehiclesraraft, and aircraft which are used
predominantly as common or contract carriers, dsasaepair and replacement parts for such
equipment, are exempt from sales and use tax.

069.02 In order for a motor vehicle, watercraftamcraft to qualify as a common or
contract carrier for sales or use tax exemptiop@ses, the owner of such items must submit an
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application on forms provided by the Nebraska Depant of Revenue. Unless the motor
vehicle, watercraft, or aircraft has been so qigaifvith the Nebraska Department of Revenue, it
shall be presumed that such equipment is not a @nancontract carrier for purposes of the
sales and use tax exemption. This presumption reaywbrcome by evidence that the equipment
is predominantly used as a common or contractezarri

069.02A Only those motor vehicles, watercratft, ioeraft that are predominantly used
for transporting persons or property for hire magldy for common or contract carrier
status.

069.02A(1) A common carrier is any motor vehiclatercraft, or aircraft which
is predominantly used by its owner to offer to s@ort the general public and the
goods of the general public from place to placectampensation.

069.02A(2) A contract carrier is any motor vehisi@tercratft, or aircraft which is
predominantly used by its owner to offer to transgpecific persons and the
goods of specific persons, on a contractual bagissuch persons, from place to
place for compensation.

069.02A(3) Predominantly used shall mean the togdsure of use of any motor
vehicle, aircraft, or watercratft (e.g., miles ouhg) used to haul property as a
common or contract carrier, divided by the totabmee of use of the motor
vehicle, aircraft, or watercratft, for all purposissgreater than 50%. For purposes
of determining this percentage, a one (1) yeaioplesf operation should be used.

EXAMPLE: Motor Vehicle #106

Odometer reading 1/1 73,146

Odometer reading 12/31 160,409
Common/contract carrier miles

from customer billing records 75,919

Total miles (160,409-73,146) 87,263

% common/contract carrier usage

(75,919:87,263) 87%

069.02B Any motor vehicle, watercraft, or aircraftich is used predominantly to haul
the owner's goods is a private carrier and doesgualify for the exemption.

069.02C The fact that a person may have been grantertificate of public convenience
and necessity or a permit by either the Interstatmmerce Commission or the Public
Service Commission does not, in itself, qualifylsperson’'s equipment as a common or
contract carrier for sales and use tax purposes.

069.03 If, based on the information provided ia #pplication, it is found that a person
operates such equipment as a common or contraarca Common or Contract Carrier
Certificate of Exemption will be issued. All certiites expire on October 31, 1986, and every
three years thereafter. The renewal process iatmit by the Nebraska Department of Revenue.
The certificate contains an exemption number assidny the Nebraska Department of Revenue
which must be used when making authorized exempuhpses. A person holding a Common or
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Contract Carrier Certificate of Exemption is authed to make exempt purchases under that
certificate only as hereinafter set out:

069.03A The purchase or lease of motor vehicladets and/or semitrailers, watercratft,
or aircraft engaged predominantly as, or to be gpsedominantly as, common or
contract carriers of persons or property and aléasories included in the purchase price
of such vehicles.

069.03B The purchase of repair and maintenances pdaith become a physical part of
such motor vehicles, trailers and/or semitraileratercratft, or aircraft engaged
predominantly as common or contract carriers o$@es or property.

069.03C Accessories purchased for use with the @mon contract carrier vehicle
which could have been included in the list pricehaf vehicle at the time of purchase.

069.03D Containers designed for use on transporntaijuipment.

069.03D(1) Containers and accessories do not iadbactes, pads, and packing
materials used by transportation companies.

069.03E Equipment required by a federal or stagaladory agency to be included on a
common or contract carrier vehicle operating imhoough the State of Nebraska for the
health or safety of passengers or cargo.

069.04 An exempt sale certificate shall be conspldty the person owning such common
or contract carriers and furnished to the supplieen purchasing repair and maintenance parts
for the common or contract carrier vehicles.

069.05 Each purchase or lease of a common oramrdarrier and repair and
replacement parts will be considered individuadlyetermine if, in fact, the purchase or lease of
that tangible personal property was for use predantly as a qualified common or contract
carrier or was used as a repair and maintenantdéopar qualified common or contract carrier.

069.06 The exemption allowed extends only to tlipsdified vehicles and does not
extend to purchases other than the previously thesttangible personal property nor to that
tangible personal property when used predomindotlgther than common or contract carrier
purposes.

EXAMPLE: The holder of a Common or Contract Carf@artificate of Exemption is
required to pay sales or use tax when purchasimgedtirnishings or when purchasing
motor vehicles for use in delivering or picking tiamgible personal property owned by
that person or for transporting that person's persb

069.07 The Nebraska Department of Revenue may iagdime books, papers, and
records of any person issued a Common or Contracte€ Certificate of Exemption in order to
determine the propriety of purchases made withmaipayment of Nebraska sales or use tax. The
burden of proving that sales or use tax is notislugon the purchaser.
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(Sections 77-2704.30, 77-2704.50, and 77-2705(R,3& 2003; and A-1 Metro Movers, Inc. v.
Egr, 264 Neb. 291 (2002). April 12, 2005.)

REG-1-070 PRESUMPTION OF TAXABILITY

070.01 All gross receipts are taxable unless #neyshown to be tax exempt. The burden
of proving that a sale of tangible personal propertother transaction of a type subject to sales
tax is an exempt transaction is upon the retaslelldr), unless he or she requires the purchaser to
sign a certificate to the effect that the purchad®ey an exempt organization, for an exempt
purpose, or pursuant to a Direct Payment Pernaigrigficate of exemption for multiple points of
use, or a certificate of exemption for direct m8te Reg-1-014, Exempt Sale Certificate.

070.01A The Tax Commissioner shall make availalikxability matrix that is in a
format pursuant to the Streamlined Sales Tax Agezgm

070.01B Sellers relying on information containedha taxability matrix are relieved
from liability for tax, penalty, or interest resalj from incorrect data in the matrix.

070.02 For consumer's use tax purposes, it isipreg that any property or service sold,
leased, or rented by any person for delivery ia #itate is sold, leased or rented for storage, use,
or other consumption in this state. The burdenro¥ing the contrary is on the purchaser.

070.03 Acceptance of a Resale Certificate, Exe3a¢ Certificate, Direct Payment
Permit, certificate of exemption for multiple pardaf use, certificate of exemption for direct
mail, or Common or Contract Carrier CertificateEolemption relieves the retailer (seller) from
any further tax liability. The person giving or tialf a Resale Certificate, Exempt Sale
Certificate, Direct Payment Permit, certificateeaemption for multiple points of use, certificate
of exemption for direct mail, or Common or Contr@errier Certificate of Exemption in bad
faith shall be guilty of a misdemeanor.

070.04 When there are two prices for an itemithadt normally taxed, and the higher
price includes something that would otherwise Balée, the difference in price is taxable.

(Sections 77-2703.03, 77-2705.01, 77-2705.02, TADAB, and 77-2706, R.R.S. 2003, and
sections 77-2703(1)(f), 77-2703(2)(e) and (f), 7D202, and 77-2712.05(7), R.S.Supp., 2004.
April 12, 2005.)

REG-1-071 CREDIT FOR TAX PAID TO ANOTHER STATE

071.01 If a person brings property or services ihe State of Nebraska for storage, use,
or other consumption and has properly paid a sakEspr occupation tax to a foreign state and
any of it's subdivisions, then a credit is allowedthe payment of that tax. The credit shall be
applied first against the amount of any use taxttigestate, and any unused portion of the credit
shall then be applied against the amount of anyaxsdue a subdivision.
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071.02 If the tax paid to the foreign state andiutbdivisions is less than the use tax
imposed by Nebraska and its subdivisions, therifference is due. In the event the sales, use
or occupation tax properly paid to the foreignesi@md any subdivision thereof, is equal to or
exceeds the use tax imposed by Nebraska and tisvi&ibns, use tax is not due. Any excess is
not refundable nor may it be used as a credit agtie use tax due on any other property or
service.

071.03 The credit allowed in the preceding panalgsais limited to a credit for the
amount of foreign state and subdivision tax acyyadlid, and does not extend to any credits
allowed in the other state, any amount that isn@éble by the other state, or the incidence of the
tax. (i.e. the use tax due in Nebraska may notxbagiished through a tax exemption afforded
on the same transaction by a foreign state).

(Section 77-2704.31, R.S.Supp., 1993. May 14, 1994.

REG-1-072 UNITED STATES GOVERNMENT AND FEDERAL CORPORATIONS

072.01 Sales to the United States governmerdgeacies and corporations wholly
owned by the United States government are exempt §ales tax. However, sales to institutions
chartered or created under federal authority, thitkvare not directly operated and controlled by
the United States government for the benefit ofpihielic generally, are taxable.

072.02 Certain federal corporations have beentgdaexemptions from sales tax as a
result of judicial decisions. Examples include thkowing:

072.02A Federal Land Banks;

072.02B Federal Deposit Insurance Corporations;
072.02C Commodity Credit Corporations;
072.02D Federal Farm Mortgage Corporation;
072.02E Federal Home Loan Banks;

072.02F Central Bank for Cooperatives;

072.02G Farm Security Administration;

072.02H Farmers Home Corporation;

072.02I Federal Crop Insurance Corporation;

072.02J Federal Intermediate Credit Bank;
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072.02K Federal Reserve Bank;

072.02L Federal Savings and Loan Insurance Coliparat
072.02M Student Loan Marketing Association;
072.02N Federal Credit Unions;

072.020 National Railroad Passenger Corporatioth; an
072.02P American National Red Cross.

072.03 Any federal corporation not listed abovechltlaims a sales tax exemption shall
have the burden of proving the exemption to thedd@pent of Revenue.

072.04 The exempt status of a federal corporatitirbe presumed if the purchases are
ordered on prescribed government forms and paymsenade through issuance of government
warrants.

072.05 Sales by agencies and corporations ofterél government shall be taxable.
The tax shall be collected and remitted by sucimager corporation unless such collection is
specifically prohibited by federal law. If such leation is prohibited by specific federal law, the
purchaser shall pay the use tax directly to thedtement of Revenue.

072.06 Certain foreign diplomats have been gratse@xemptions by federal treaty.
These federal diplomats are issued tax exemptiemtiiitation cards issued by the United States
State Department that indicate the specific talrediplomat is exempt from. All diplomats
without the identification card are taxed on alighases.

(Section 77-2704.02, R.S.Supp. 1993. May 14, 1994.)

REG-1-073 DISCONTINUATION OF BUSINESS

073.01 If any person liable for any sales or agesells his or her business or stock of
goods or quits the business, the purchaser as hersuccessor or assignee, shall withhold a
sufficient amount of the purchase price to coverttx liability until a receipt from the Tax
Commissioner showing that the liability has beei pa a certificate stating that no amount is
due is produced.

073.02 If the purchaser of a business or stogoofls fails to withhold a portion of the
purchase price as required, then he or she sladhte personally liable for the payment of the
amount required to be withheld by him or her togkeent of the purchase price.

073.03 Either the seller of a business or stoakoofids or the purchaser as his or her
successor or assignee, may request in writingttieat ax Commissioner issue either a certificate
stating that no tax is due, or a notice statingattm@unt of tax due. This request shall state the
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purchaser's address and Nebraska identificatiorbauand the seller's address and Nebraska
identification number and indicate when and wheeegeller's records are available for audit.
The certificate or notice of tax due shall be nthile the purchaser at his or her address as it
appears in the letter requesting such certificat@otice.

073.04 Any person discontinuing business is reglio:
073.04A Notify the Department of Revenue;
073.04B Return his or her Sales Tax Permit for etekton; and

073.04C Preserve all business records pertainitigeteales tax until the Department of
Revenue issues the certificate referred to abavier dhe period required in Reg-1-008,
Records, whichever is longer.

073.05 Any person desiring to engage in the ojeraif a business as successor to a
former owner shall apply for a Sales Tax PermittEsuccessor to another retailer, when
applying for a Sales Tax Permit, shall inform thepBrtment of Revenue of the name and permit
number of the previous owner.

(Section 77-2707, R.R.S. 1943. January 24, 1993.)

REG-1-074 WARRANTIES AND GUARANTEES

074.01 A charge for the purchase of a warrantyragjuae, service agreement, service contract,
or maintenance agreement, is taxable, whenevaetetims covered or the services to be provided
are taxable. If an agreement covers both taxalilenantaxable items or services, the entire
amount charged for the agreement is taxable.

074.02 Neither sales nor use tax applies withaetsip property used, or repair labor or
services performed in fulfilling the obligations fiepair under such a warranty or guarantee.

074.03 If the maintenance agreement does notgeduil coverage, , the amount
charged for labor or parts used in the repairxaliée.

074.03A A deductible amount that is due is taxable.

074.04 Maintenance agreement shall mean any abaragreement to provide or pay
for the maintenance, repair, or refurbishing oftam, the sale of which is subject to tax, for a
stated period of time or interval of use. Mainteseagreement shall include any such agreement
whether or not the agreement requires additionaieats for some or all of the parts or services
provided under the agreement. Maintenance agreeshafitinclude contracts or agreements
designated as warranties, extended warrantiesagies®s, service agreements, maintenance
agreements, or any similar term.
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074.04A Maintenance agreement includes any secan#&act that provides repair labor,
contractor labor, or building cleaning or mainteceservices.

074.04B Maintenance agreement shall not includecanyract or agreement subject to
the premium tax under Chapter 77, article 9 ofNlkéraska Revised Statutes, from a
service contract business operating with a ceatiiof authority from the Department of
Insurance.

(Sections 77-2702.05, 77-2702.07, and 77-2702.1H,SR 2003. October 1, 2003.)

REG-1-075 CONFIDENTIAL INFORMATION

075.01 It shall be a misdemeanor for the Tax Casimner, his or her employees, legal
representatives, or agents, any employee of ttie $taasurer or the Department of
Administrative Services, or any person receivingrmation from them to divulge or to make
known in any manner, the business affairs, oparatay information obtained by an
investigation of records and equipment of any perssited or examined in the discharge of
official duty, or the amount or source of incomegfits, losses, expenditures, or any particular
thereof, set forth or disclosed in any return,copérmit any return, copy of a return, or any book
containing any abstract or particulars from themeto be seen or examined by any person not
connected with the Tax Commissioner. The precesital not be construed:

075.01A To prohibit the delivery to a taxpayer, tisher duly authorized representative,
or his or her successors, receivers, trusteesyexsc administrators, assignees, or
grantors, of a certified copy of any return or népo

075.01B To prohibit the publication of statistics.

075.01C To prohibit the inspection by the Attoriiggneral, other legal representative of
the State of Nebraska, or county attorney of repmrtreturns of any taxpayer when:

075.01C(1) such information on the reports or retus considered, by the
Attorney General, to be relevant to any actionroecpeding instituted by the
taxpayer or against whom an action or proceedigiisg considered or has been
commenced by any state agency or the county; or

075.01C(2) the taxpayer has instituted an actioev@w the tax based thereon or
an action or proceeding against the taxpayer fibectan of tax or failure to
comply with the Nebraska Revenue Act of 1967 istpeionsidered or has been
commenced.

075.01D To prohibit the furnishing of informatiomthe Treasury Department of the
United States, Postal Inspectors of the UnitedeStRbstal Service, or to tax officials of
other states allowing similar privileges to the Tammissioner and the Department of
Revenue.
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075.01E To prohibit the disclosure to another paotyt transaction of information or
records concerning the transaction between theatexpand the other party.

075.02 Information as to whether or not a taxpdnger a Sales Tax Permit, has been
granted an exemption, or which option has beenexdduay a contractor may be released to any
person upon request.

075.03 The Tax Commissioner will comply with theysions of the Streamlined Sales
Tax Agreement for the protection and retentionespnally identifiable information of
consumers.

(Section 77-2711, R.S.Supp., 2005. March 7, 2006.)

REG-1-076 JEOPARDY DETERMINATIONS AND ASSESSMENTS

076.01 The Department of Revenue may initiategetypdetermination and assessment
proceedings if it determines that any of the follayvconditions exist:

076.01A The taxpayer is about to leave the Staidediraska.
076.01B The taxpayer is about to remove his ophaperty from the State of Nebraska.
076.01C The taxpayer is about to conceal himselieoself or his or her property.

076.01D The taxpayer is about to do any act wheckls to delay, prejudice, or make
ineffective any proceedings to collect sales ortazdrom preceding or current years,
unless jeopardy proceedings are immediately ietiatn any subsequent court
proceedings, the finding by the Department of Raeethat one or more of these
conditions existed shall be for all purposes pria@e evidence of the taxpayer's
intentions.

076.02 The Department of Revenue may declardhiaiax period for the taxpayer is
terminated, regardless of when the period woulanadly end; by sending a written notice to the
taxpayer; and demanding immediate payment of texfduthe period. If the taxpayer desires to
petition the Department of Revenue for a redeteastion, he or she must do so in writing within
ten (10) days after the service of notice in acance with Reg-33-004.02B. Failure to file a
petition for redetermination within ten (10) day= cause the determination to become final. In
addition, the Department of Revenue need not redenthe determination unless the taxpayer
within the ten-day period provides security, ineanount determined by the Department of
Revenue, to insure compliance with the law. Iftdegpayer has not been in default in filing
returns or in making payments in the past, he emsay furnish security to insure that he or she
will file a return and pay the tax at the next rdagdiling date. If the security is approved by the
Department of Revenue, the payment of taxes wilbeoenforced until the expiration of the
usual time period.
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076.03 If the taxpayer is outside of this statéeawves this state and ignores all demands
for payment, the Department of Revenue may mak®isellection agencies or attorneys
located outside the state to enforce collection.

076.04 If a taxpayer violates, or attempts toatelkthe rules and regulations regarding a
jeopardy determination and assessment, an addipenalty of 25% of the total of the tax due,
the interest owed thereon, and all other penalésslting therefrom, or fifty dollars ($50.00),
whichever is the greater amount shall be assessed.

(Section 77-2710, R.R.S. 1943. January 24, 1993.)

REG-1-077 COMBINED SALES TAX RETURNS

077.01 If any retailer conducts business operatammore than one location and at the
various locations makes sales subject to salest@x, retailer may apply for permission to file a
combined sales tax return covering the businessatpes of two or more locations. The
Department of Revenue will approve the applicati@ach sales location holds a sales tax
permit; the same person or persons own eighty pe(88%) or more of each licensed location;
and, the books, records and accounts of such ¢oatire kept at a single central point.

077.01A Such application for permission shall belenan forms provided by the
Department of Revenue and in addition to otherrmétdion shall set forth the business
locations to be included in each combined salesdtaxn.

077.01B The identified locations must be reportedh@ombined sales tax return until
the Department of Revenue grants permission togehdBusiness locations may not be
added to or deleted from the combined sales taxretithout written application for
such change and the prior approval of the DepattwieRevenue.

077.01C The Tax Commissioner may also permit coaetbsales tax returns as allowed
by the Streamlined Sales Tax Agreement.

077.02 Such combined sales tax returns shall loke mnthly on forms provided by the
Department of Revenue setting forth, for each locateported on the combined return, such
information as may be required. All information uegted must be completed for each business
location. Failure to comply will cause the entieport to be subject to appropriate penalties.

077.03 The collection fee allowed on the combiretdrn will be the aggregate of the
collection fees calculated for each individual sdteation.

077.04 Leased departments or locations that dbanet the same ownership cannot be
included on a combined sales tax report.

(Section 77-2708(1), R.R.S. 2003. April 12, 2005.)
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REG-1-078 VETERINARIANS AND VETERINARY MEDICINES
078.01 The following definitions will be used fibis regulation.

078.01A Veterinary medicines includes medicinegHer prevention or treatment of
disease or injury in animals and includes all dragpibiotics, viruses, serums, toxins,
antitoxins, or analogous products of natural otlsstic origin.

078.01B Agricultural chemicals includes pesticidasecticides, fungicides, growth-
regulating chemicals, hormones, and rodenticidemngrother substance or mixture
intended for use in preventing, destroying, repgllimitigating pests of animals, or to
affect the structure or function of animals.

078.01C Food-producing animals includes animal tlie products of which ordinarily
constitute food for human consumption or the pafitwhich are ordinarily used for

human apparel. Cattle, sheep, swine, baby chiaksgy poults, and bees are examples of
exempt forms of animal life.

078.01D Non-food producing animals includes animsalsh as cats, dogs, zebras,
parakeets, penguins, canaries, horses, donkeyssnidmesticated elk and deer,
ostriches, and emus.

078.01E Rendering professional services occurs \hereterinarian has established a
doctor-patient-client relationship with the client.

078.01F Livestock means any domestic cattle, horeakes, donkeys, sheep, or swine.

078.02 Veterinarians are primarily engaged inbthginess of rendering professional
services to owners of domestic animals through, caeglication, and treatment of their animals.
Charges for professional services rendered by ivatgains and veterinary clinics are not taxable.

078.03 Veterinarians and veterinary clinics anescmners of all property and services
they purchase for use in the rendition of profassiservices and they are required to pay sales
or use tax on all purchases except for:

078.03A Purchases of veterinary medicines and @ltur@al chemicals to be used in the
treatment or care of food-producing animals

078.03B Purchases of feed and feed supplementsfediio food-producing animals

078.03C Purchases of veterinary medicines, agui@lichemicals, and other products
that are not used to render professional servigeare sold at retail; and

078.03D Purchases of animal specialty servicebviestock.
078.04 Veterinarians and veterinary clinics whochase items without tax and use such

items in rendering professional services are regluio remit use tax on their cost of the item
unless the item is otherwise exempt.
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078.05 Veterinarians or veterinary clinics thdk eeterinary medicines, agricultural
chemicals, feed, feed supplements, veterinary sgEquipment, or other products, or that
provide animal specialty services, apart from gmaition of professional services, are required
to collect sales tax from their customers unlesf sales are otherwise exempt.

078.05A See Reg-1-063, Feed, Water, Agriculturar@icals, And Veterinary
Medicines For Animal Life, for details regardingadonentation requirements to support
certain exempt sales.

078.05B See Reg-1-102, Animal Specialty Servigasdétails regarding taxability of
such services.

078.05C If the items sold were tax paid when pusebaby the veterinarian or veterinary

clinic, the tax is collected on the full retail sgrice. The veterinarian or veterinary clinic

will remit to the state the difference betweenttdrecollected from the customer and the

tax previously paid by the veterinarian or vetemnainic.

078.06 Items used in rendering professional sesvare not retail sales regardless of how
the charges are itemized on the billing invoice.

078.07 The practice of veterinary medicine iscawhmercial agriculture. Therefore,
machinery and equipment purchased by veterinaaadsveterinary clinics to be used in their
veterinary practice is not exempt under Reg-1-@@#icultural Machinery And Equipment
Refund.

(Section 54-183, R.S.Supp., 2002, and section DA21, R.R.S. 2003. October 1, 2003.)

REG-1-079 DELIVERY CHARGES

079.01 Charges for delivery, freight, postageyimg, handling, crating, packing, or
transportation of an item are taxable wheneveitém is taxable and the charges are paid to the
retailer of the item.

079.02 A single delivery charge for the shipmdrgx@mpt property and taxable property
should be allocated using a percentage that is:

079.02A Based on the total sales price of the taxatoperty compared to the total sales
prices of all property in the shipment; or

079.02B Based on the total weight of the taxabtgprty compared to the total weight of
all the property in the shipment.

079.02C The seller must collect tax on the pergentd the delivery charge allocated to
the taxable property but does not have to coleecon the percentage of the delivery
charge allocated to the exempt property.
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079.03 Charges for delivery, freight, postagepsinig, or transportation that are paid to a
person other than the retailer are exempt.

(Sections 77-2701.11 and 77-2701.35, R.R.S. 20@Bsection 77-2701.16, R.S.Supp., 2004.
April 12, 2005.)

REG-1-080 DOCUMENTS

080.01 If the law or ordinance requires the furimg of documents or copies of
documents, such as permits or licenses, by a gmental agency, the transaction is nontaxable
as a governmental service. If furnishing of copgesierely permissive, such as copies of records
that are required to be available for public insjpey it is not taxable. Documents which are
developed, produced, or acquired and made availabtmmercial sale to the general public
are taxable, unless the price for the documemtésifoy state law, rule, or regulation.

080.02 Blueprints, abstracts, law briefs, and ogiailar documents furnished in
connection with personal services in a professicaphcity are not taxable when furnished as a
part of the rendition of personal services.

080.03 Persons performing such professional ses\ace consumers of all materials and
supplies used in connection therewith and mustipagales tax when purchasing such materials
and supplies.

080.04 If blueprints, abstracts, law briefs, drestsimilar documents or information on
such documents are sold by a person without tteiti@n of personal services in a professional
capacity, the sales tax must be collected uposdleeof such documents.

080.05 Mailing lists and prospect lists providedhe form of labels, magnetic media,
diskette, electronic or any other format are tagabl

080.06 Sales of Nebraska Statutes, reports of cases, advance sheets, brand books,
departmental manuals, and other similar publicateme taxable.

(Section 25-1280, R.R.S. 1997, and section 77-3A)R.R.S. 2003ABI v Egr, 264 Neb. 574
(2002). . March 7, 2006.)

REG-1-081 COMMUNITY OR COUNTY ANTENNA TELEVISION SE RVICE

081.01 Those persons furnishing community or gpantenna television service over or
through a distribution system of wires, cablespthier conduits, as well as persons furnishing
satellite programming, are required to obtain S@kes Permits, and collect and remit the sales
tax on the gross receipts from the furnishing @hsservice.
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081.02 All billings to the ultimate consumer shadicate a separate amount for the tax,
since the tax may not be absorbed, assumed ordotast®e consumer as being included in the
total price.

081.03 Installation, service connection, and maxwve change charges are taxable
receipts, whether paid to the person providingcthamunity or county antenna television
service or satellite programming, or to anothesper

081.04 Community or county antenna televisionisergperators or retailers of satellite
programming are consumers of property used in tbeigion, installation, construction,
operation and servicing of such a system and theithases of materials for such uses are
taxable.

081.05 Community or county antenna televisionisersperators or retailers of satellite
programming may purchase for resale tapes, mosésllite programming, remote controls, and
magazines for sale to customers.

(Sections 77-2702.07, 77-2702.14, and 77-27038) &upp., 1993. May 14, 1994.)

REG-1-082 LABOR CHARGES

082.01 INTRODUCTION

082.01A Labor charges relating to tangible perspnaperty will generally fall into one
of four categories: production, assembly, repaid @mstallation. Labor on annexed
property, fixtures, or real estate is contractbolaand is covered in Reg-1-017.

082.02 TYPES OF LABOR CHARGES

082.02A PRODUCTION LABOR. Production labor is lahaed for producing,
fabricating, processing, printing, or imprintinghggble personal property for consumers
during which the tangible personal property is t#datransformed, or reduced to a
different state, quality, form, property, or thirigansformation may occur by hand,
machine, art, chemical action, or natural means.@rbperty may be furnished by the
person performing the labor; furnished directlythg consumer; or furnished indirectly
through the consumer arranging for delivery ofphaperty by a third party.

082.02B ASSEMBLY LABOR. Assembly labor is the labovolved in collecting or
gathering together the various parts and placiegitin their proper relationship to each
other to constitute a piece of machinery, equipmanother tangible personal property.

082.02C REPAIR LABOR. Repair labor is defined as dbor involved in restoring a
used, worn, or damaged item of tangible persorgqaty to essentially its original form
and condition. Repair labor includes replacing @mgonent or subassembly of an item
with a substantially similar component or subasdgniepair labor does not include
making repair parts for another person who is n@kie repair.



Title 316 NEBRASKA DEPARTMENT OF REVENUE
Chapter 1 SALES AND USE TAX REGULATIONS

082.02D INSTALLATION LABOR. Installation labor isedined as the labor involved in
placing a piece of machinery, equipment, or otargible personal property that is
already assembled in a position where it will reedxdy accomplish the purposes for
which it was intended.

082.03 TAXABILITY OF LABOR CHARGES
082.03A Charges for production and assembly lab®taxable.

082.03B Charges for installation and repair lalvertaxable when the item of property
being installed or repaired is taxable.

082.03C Charges for labor to repair motor vehielesnot taxable.
082.03C(1) Charges for painting of motor vehiclasluding labor, are taxable.

082.03C(2) Charges for labor to install accessanemdd-ons to motor vehicles
are taxable.

082.04 STATEMENT ON SALES INVOICE. Charges for figation and assembly labor
performed on tangible personal property are taxedgardless of whether they are separately
stated on the same sales invoice or are sepamteliged. Charges for repair and installation
labor performed on a nontaxable item of tangiblespeal property, are not taxable; provided,
these charges are separately stated on the sagsarsadice or are separately invoiced, and such
separate statement is not used as a means of @yoidi imposition of the tax upon the actual
sales price of the tangible personal property.

(Sections 77-2702.15, and 77-2702.17, R.R.S. 206&ber 1, 2003.)

REG-1-083 FOOD SERVICE
083.01 Retail sales of meals are taxable. (Re§71Bood for Human Consumption.)

083.02 Sales and use tax applies to the grosgptede®m preparing or serving of meals
including of charges for food, wages, use of dishesm service, silverware, glassware, chairs,
tables, etc.

083.02A Single-use, disposable food service iterosiged to the customers as a part of
a meal can be purchased for resale.

083.03 Charges made by a caterer or other punadyfood or drink for furnishing
bartenders, waiters, waitresses, chefs, etc.aaeble even though segregated at the time of
billing. The sales and use tax is not applied targas for announcers, hat check girls, doormen,
or other persons not connected with the preparaticgerving of food, meals, or beverages,
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provided that charges made for the services of pactons are separately stated on the invoice
and the nature of the service is adequately destrib

083.04 Fraternities, sororities, and other studenteties with members residing at a
common location and jointly sharing household egpsrincluding meals are not considered to
be selling at retail and meals furnished to membegsexempt.

083.05 Persons operating summer camps for whathigde charge is made to attend are
not deemed selling meals at retail.

083.06 The sales and use tax applies to the faleals, food, or beverages by railroads,
airlines, or other transportation companies whgerating in Nebraska.

083.06A Sales of meals, food, or beverages deliversuch carriers in this state to be
furnished to passengers without separate chargetaiesales to the carriers and are
taxable in accordance with Reg-1-087, Food for Hu@ansumption, without regard to
where served to passengers.

083.07 Where a percentage of the guest checksemtieg gratuities or tips is added by
the meal provider to charges for meals or dinrtbese charges are taxable even though all or a
portion of the amount is paid by the vendor todrisier employees.

083.07A Gratuities or tips of discretionary amougitgen by the customers are exempt
even though they may be charged to the custonwtaiat and not paid directly to the
server, waiter, or waitress at the time of salsesvice.

083.08 Sales and use tax does not apply with cespehe sale of meals and food
products, including soft drinks and candy, for hamansumption when sold or served (a) to
patients and inmates of hospitals and other ingiia licensed by the state for the care of human
beings, (b) by a church at a function of such chueoe (c) by public or private schools, school
districts, student organizations, or parent-teaelssociations pursuant to an agreement with the
proper school authorities, in an elementary or sgéany school or any institution of higher
education, public or private, during the reguldrea day or at an approved function of any such
school or institution

083.08A Concession sales are generally taxablegy-(R&1, Concessionaire Sales)

083.09 Organizations which conduct fund-raisingcfions at which food is served are to
compute the tax in accordance with Reg-1-090, Nafitg@rganizations. The organizations may
purchase meals for such functions for resale.

083.10 Payments by an employer to a meal servaader for meals for employees are
taxable if the employer pays the entire price, @ow@nt per meal, or a percentage of the price of
a meal. The payments made by an employer to thepr@ader as subsidies or management
fees, that are not included above, are not coresdeayments for the sale of property and are not
taxable. The amount paid by an employee for thd me¢axable.



Title 316 NEBRASKA DEPARTMENT OF REVENUE
Chapter 1 SALES AND USE TAX REGULATIONS

083.11 Organizations that accept food couponssaliyneals to the elderly,
handicapped, recipients of supplemental securggnme, or participants of alcohol or drug
addiction or rehabilitation programs exempt. (Re@8¥, Food for Human Consumption.)

(Sections 77-2702.15, 77-2702.17, and 77-2704.19,3Rpp., 1993. May 14, 1994.)

REG-1-084 APPLICATION FOR REFUND-AIR OR WATER POLLU TION CONTROL
FACILITY

084.01 An air or water pollution control facilighall mean and include any system,
treatment works, or appliance used or placed imagjp® primarily for the purpose of reducing,
controlling, or eliminating air or water pollutiaraused by industrial or agricultural waste.
Industrial or agricultural waste shall mean anwilitj gaseous, or solid waste substance resulting
from any process of industry, manufacture, inclgdime generation of electricity, trade or
business, or from the development, processinggarvery of any paper or wood which is
capable of polluting the air or waters of this stat

084.01A Facilities such as air conditioners, dadiectors, filters, fans, and similar
facilities designed, constructed or installed gotet the benefit of the person for whom
installed or the personnel of such person, anditiasidesigned or installed for the
reduction or control of automobile exhaust emissiare not air pollution control
facilities.

084.02 Before applying for a refund of Nebraskdasand use tax paid, the applicant
shall receive a written final findings of the Defoaent of Environmental Quality (DEQ). If DEQ
finds that the facility, a portion of a facilityy single location with multiple facilities is desigd
and operated primarily for control, capture, or o@al of industrial or agricultural waste from
the air or water and is suitable, reasonably adegaad meets the intent and purposes of the
Environmental Protection Act, DEQ shall notify tbener of the facility in writing of its
findings.

084.02A The granting of a permit or approval torape a facility does not meet the
requirements of a written final finding of DEQ ftire purposes of the Air and Water
Pollution Control Tax Refund Act of the NebraskarRed Statutes.

084.02B Any finding of DEQ with regard to whethermmt a facility or portion of a
facility qualifies for the Air and Water Polluticddontrol Tax Refund Act is not final if it
has been appealed or is being reconsidered by DEQ.

084.03 The application for a refund must be fiathin three years of the date of
payment of the applicable sales and use tax. Tbessary forms can be obtained from the
Department of Revenue. The application for a refomgt be filed separate from any other
application, return, or protest and must be accaomaplaby:

084.03A A copy of the written final findings of DEQ
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084.03B Plans and specifications of such facihigiuding all materials incorporated
therein;

084.03C A descriptive list of all equipment acqdit® the applicant for the purpose of
industrial or agricultural pollution control andashing where in the facility the
equipment is used;

084.03D The proposed operating procedure for tbitfa and
084.03E The acquisition cost of the facility forialina refund is claimed.

084.04 The owner of any air or water pollution ttohfacility must obtain such
information from the contractor and furnish it uppgort of his or her application for refund
where he or she has not purchased the tangiblenmrgroperty annexed therein.

084.05 No refund shall be allowed under the Ad 8vater Pollution Control Tax Refund
Act on any facility which is not used primarily fpollution control nor for which a refund is
otherwise provided under the terms of the Nebr&aenue Act of 1967, as amended. DEQ
shall determine whether or not industrial or adtimal pollution control exists and the
Department of Revenue shall determine the amousdles and use tax to be refunded. The
Department of Revenue may not abridge the authofiEQ to determine whether or not
industrial or agricultural pollution control exist&ny person aggrieved by action taken with
respect to the determination of the amount of an@funder the Air and Water Pollution Control
Tax Refund Act may appeal from the findings andeoxaf the Tax Commissioner in the manner
and form and within the time provided by sectiods987 to 84-919, of the Nebraska Revised
Statutes.

(Sections 77-27,149 through 77-27,155, R.R.S. 20@8ber 1, 2003.)

REG-1-085 Repealed.
REG-1-086 Repealed.

REG-1-087 FOOD FOR HUMAN CONSUMPTION
087.01 Items that are food or food ingredientseaeampt from sales and use tax.

087.01A Food or food ingredients means substandgesther in liquid, concentrated,
solid, frozen, dried, or dehydrated form, that okl for ingestion or chewing by humans
and are consumed for their taste or nutritionaleal

087.01A(1) Food or food ingredients includes, Isutat limited to: cereals, eggs,
fruits, meats, vegetables, milk, health foods caresdiin place of other foods and
not as a vitamin or mineral supplement, flour, aogloils, sugar, soft drinks,
bottled water, ice, candy, and chewing gum.

087.01B Food or food ingredients does not includetmlic beverages, dietary
supplements, or tobacco.
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087.01B(1) Dietary supplement means any produbgrahan tobacco, intended
to supplement the diet that is not presented agetdional food and that is
required to be labeled as a dietary supplememtifgeble by the supplemental
facts box found on the label.

087.02 Prepared foods, vending machine salesgssimmnaire sales, and sales by caterers
are subject to tax.

087.03 Prepared foods are foods generally intefate@nd which are ready for,
immediate consumption. Prepared foods means:

087.03A Food sold with eating utensils providedhwy seller;
0087.03B Food sold in a heated state or heatelebgdller; or

087.03C Two or more food ingredients mixed or coratdiby the seller for sale as a
single item, but not including;

087.03C(1) Food that is only cut, repackaged, steuaized by the seller;

087.03C(2) Food sold in an unheated state by weigtiblume as a single item;
and

087.03C(3) Eggs, fish, meat, poultry, and foodst@ming these raw animal
foods requiring cooking by the consumer to preveatl borne illnesses.

087.04 Prepared foods does not include:

087.04A Food sold by a manufacturer whose primakyQ$ classification is a food
manufacturer; or

087.04B Bakery items such as bagels, bread, dotakss, pies, cookies and tortillas.
087.05 The following sales of prepared foods ateaxable:

087.05A Certain meals and food served or sold hgals, school groups, and churches,
or served to patients by organizations licensethbystate for the care of human beings,
(See Reg-1-083, Food Service);

087.05B Meals and food sold at political fund-nagsevents by ballot question
committees, candidate committees, independent ctieesj and political party
committees;

087.05C Meals and food sold by organizations ferelderly, handicapped, or recipients
of Supplemental Security Income authorized to acekgetronic benefits transfer or food
coupons; and
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087.05D Concession sales of food by certain scharadehool groups as set forth in Reg-
1-092, Educational Institutions.

087.06 Sales of food by a retailer of preparedi$o@hen the retailer maintains adequate
records on each sale of food are not taxable.dfjadte records of food sales are not maintained,
sales tax must be collected on such sales of food.

087.07 Any purchases actually made with food cospor the electronic equivalent, are
not taxable.

087.08 Garden seeds, bulbs, and plants that peddod for human consumption are
taxable, unless actually purchased with food cosponthe electronic equivalent, or when
purchased by commercial producers for use in comialeagriculture.

(Sections 77-2704.10, 77-2704.24, and 77-2704.98,R 2003 and section 77-2704.25,
R.S.Supp., 2005. March 7, 2006.)

REG-1-088 COMPUTER SOFTWARE

088.01 The gross receipts from furnishing softwagardless of the manner in which it is
conveyed are taxable.

088.01A The gross receipts from furnishing softwaotudes services provided by a
consultant that result in a transfer of softwaosrfithe consultant to the client.

088.02 Charges for customer training are taxablenever paid to the retailer of the
software. Charges for training that are paid t@@@n other than the retailer of the software are
exempt.

088.03 Charges for consultants who only provideegalized advice and who do not
provide any software or modifications to software exempt.

088.04 Software that alters existing softwareoissidered separate from the existing
software and is taxable.

088.05 Charges for agreements which require ther seithout additional charge or at a
reduced price, to provide future enhancements,gggror modifications, are taxable.

088.06 Computer software is a sequence of ingtngtvhich directs the computer to
process either digital or analog data. Softwaresdmé include data such as mailing lists, even
when in machine-readable form, or charges for caimgedata into machine-usable form. For
the taxability of lists see Reg-1-080, Documents.

088.07 Computer software delivered electronictdft will be concurrently available for
use in more than one location may be purchased gxgunsuant to a certificate of exemption for
multiple points of use.
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088.07A Purchasers using a certificate of exemgtomultiple points of use are
responsible for remitting sales tax on the purcludsbe software using a consistent and
uniform method of apportionment.

(Sections 77-2701.35 and 77-2701.39, R.R.S. 20@Bsactions 77-2701.16, 77-2703(1), and
77-2703.02, R.S.Supp., 2004. April 12, 2005.)

REG-1-089 ENERGY SOURCE UTILITY EXEMPTION

089.01 The sale, purchase, use, or other consomptielectricity, coal, gas, fuel oil,
diesel fuel, tractor fuel, gasoline, coke, nucleal, butane, and compressed fuel that includes
compressed natural gas and liquefied petroleunfpyapane) may be exempt from the sales and
use tax.

089.01A If more than 50% of the amount purchasersésl or directly consumed in
processing, manufacturing, refining, generatioelettricity, irrigation or farming, or by
any hospital the purchase of the fuels listed al®exempt.

089.02 The following definitions and guidelines & be applied in determining the
percentage of exempt energy consumption:

089.02A Processing or manufacturing is definedrneacéion or series of actions
performed upon tangible personal property, eitlyelndnd or machine, which results in
that tangible personal property being reducedasrstiormed into a different state,
quality, form, property, or thing. Processing irdd#s grain drying and feed grinding in a
commercial facility, and the freezing of food proths Processing or manufacturing does
not include repairing property, building erectien)d storage of food products, or the
preparation of food for immediate consumption.

089.02B Refining is defined as the action or preadgemoving impurities from crude
or impure materials, such as glass, metal, sugdrpatroleum products. Refining
includes the extraction of gas and petroleum prtsduc

089.02C Irrigation is defined as the applicationvater to lands for the raising of
agricultural crops.

089.02D Farming is commercial agriculture, whickhis business of producing food
products, or other useful and valuable crops, sm@animal life. The crops or animal
life can either be sold or used by the grower. Cenaimal agriculture includes
commercial production in greenhouses, nurseries,farms, sod farms, and feedlots.
Commercial agriculture does not include storagerops off the farm or in commercial
elevators, or animal life in stockyards or salensaEnergy consumed by on-farm grain
storage and processing is considered to be consimfig&dning.

089.02E Gas is defined as those gases that aredbfonenergy or oxygen used in
welding or cutting metals.
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0089.03 When determining the percent of exemptersergy consumed directly in
processing, manufacturing, refining, generatiorle€tricity, irrigation, or farming, as defined in
this regulation, is used in a qualified use. Energysumed in heating, cooling, or lighting that
portion of the facility directly used in processimganufacturing, refining, irrigation, or farming,
is considered to be for a qualified use. If thechaser properly determines that more than 50
percent of the energy charge through a single netamsumed for a qualified use, the entire
billing for that meter is exempt from the sales asd tax. However, if the purchaser determines
that 50 percent or less of the energy charge tliraugingle meter is consumed for a qualified
use, he or she cannot issue an exempt certificatead meter billing. The entire charge
(qualified and nonqualified use) is taxable.

089.03A For purposes of determining the usage peraeone-year period of
consumption will be required. New customers maygatatheir anticipated consumption.

089.03B The use of separate energy meters is atdlegor establishing exemptions
within a single facility; however, the taxability the entire billing for that meter is
dependent upon the total energy usage throughmtér.

089.04 Fuels commonly used to propel motor vebjdach as fuel oil, diesel fuel, tractor
fuel, and propane are subject to either diesebonpressed fuel tax or sales tax, depending upon
their usage.

089.04A At the time fuel oil, diesel fuel, tractoel, or propane is placed in a bulk tank
which is designed or equipped to fuel vehicles| &ile diesel fuel, tractor fuel, or
propane is taxed or exempted under the dieselropessed fuel rules.

089.04B Fuel oil, diesel fuel, tractor fuel, or pame which is exempt from the sales tax
at the time of purchase becomes subject to thauomess use tax only when consumed
for purposes other than for irrigation of crops@propel any vehicle such as a tractor,
fork lift, grader, or bulldozer. This fuel may quglfor exemption under paragraph
089.01A.

089.04C All fuel oil, diesel fuel, tractor fuel, propane placed in a bulk tank which is
not designed to fuel motor vehicles, is taxed @anapted under the sales and use tax
regulations.

089.05 The procedure for claiming an exemptiomfsales and use tax except those
claims set forth in sections 089.05A and 089.05Bte supported by properly completing the
Nebraska Energy Source Exempt Sale CertificatanA®&E.

089.05A The exempt sale of diesel or compressddfaeed in a bulk tank designed or
equipped to fuel vehicles does not need to be stghby a certificate of exemption
when the quantity purchased and the other recoaistaned support such exempt sale.

089.05B Diesel fuel that is placed into a supphkteonnected to stationary equipment
used to irrigate crops is exempt from sales andasseSuch sales do not need to be
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supported by a certificate of exemption when thangity purchased and the other
records maintained by the seller support such ekeaip.

089.05C Compressed natural gas or liquefied petnolgas (propane) that is placed into
a supply tank connected to stationary equipmerd tesé@rigate crops is taxable unless
the purchaser issues to the seller a Nebraska ¥B8engrce Exempt Sale Certificate,
Form 13E.

089.05D An electricity or gas services public titilivith a formal classification of usage
that reasonably reflects the actual use by theomest, and such usage is for an exempt
purpose, does not need to accept an exempt salecasr from each customer account
in the classification. This provision is not to denstrued as relieving the consumer of
liability for the applicable tax on any such usage.

089.05E Persons furnishing electricity and gasisesvas public utilities may elect to
assume or absorb the applicable sales tax or reaytel pass the tax to the final
consumer in the same manner as all other retalfdise vendor elects to assume or
absorb the tax, the utility vendor will remit thepdicable tax directly to the Department

of Revenue based upon the total charges made tdtiimate consumer. All billings to

the ultimate consumer shall contain a statemetite@ffect that no tax is being collected
for customers who are exempt or that the tax haa besumed or absorbed by the vendor
for taxable customers.

089.05F In the event the vendor of utility serviedescts to pass the applicable tax to the
final customer, the tax shall be separately statedll billings; provided, that in lieu of
separately stating the tax, the Department of Rexdwereby authorizes the vendor to
include a statement on all billings to the effdttthe total charge includes sales tax. The
gross receipts will be factored to determine tregpr amount of tax.

(Section 77-2704.13, R.R.S. 2003. April 12, 2005.)

REG-1-090 NONPROFIT ORGANIZATIONS

090.01 The fact that an organization is nonpidies not, by itself, entitle the
organization to an exemption from payment of sal@suse tax. The following nonprofit
organizations will be exempt from payment of théoideska sales and use tax to the extent
indicated after the organization has applied fa mateived an exemption certificate.Religious
organizations are discussed in Reg-1-091, Religigngmnizations; and educational institutions
are discussed in Reg-1-092, Educational Institgtiéwl other nonprofit organizations are not
exempt and must pay the sales and use tax.

090.01A A nonprofit organization operating anytlzg following facilities is only
exempt on purchases for use at the facility oripomf the facility covered by the
license. Any purchases by the nonprofit organizaefiy use at facilities not included in
the license or for any other activities of the nafip organization are not exempt from
the Nebraska sales and use tax.
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090.01A(1) A nonprofit hospital licensed under Health Care Facility
Licensure Act of the Nebraska Revised Statutes;

090.01A(2) A nonprofit health clinic licensed undle Health Care Facility
Licensure Act of the Nebraska Revised Statutesnwive or more hospitals or
the parent corporations of the hospitals own otrcbthe health clinic for the
purpose of reducing the cost of health services/tmn the health clinic receives
federal funds through the United States Public thegérvice;

090.01A(3) A nonprofit skilled nursing facility knsed under the Health Care
Facility Licensure Act of the Nebraska Revised &tH;

090.01A(4) A nonprofit intermediate care facilitgfohed in section 71-420 and a
nonprofit intermediate care facility for the mehaktarded defined in section
71-421 which are licensed under the Health Cardityddcensure Act of the
Nebraska Revised Statutes;

090.01A(5) A nonprofit nursing facility licensedder the Health Care Facility
Licensure Act of the Nebraska Revised Statutes;

090.01A(6) A licensed child-placing agency; and

090.01A(7) A licensed child-caring agency, provgl4 hour daily care,
supervision, custody, or control of children irulief care or supervision normally
exercised by parents in their own home, and licgnseler sections 71-1901 to
71-1904 of the Nebraska Revised Statutes;

090.01A(7)(a) A licensed child-caring agency doesinclude an
organization providing day care, early childhoodgrams, and periodic
care as defined in section 71-1910 of the Nebr&skased Statutes.

090.01B A nonprofit organization operating anylwd following facilities or activities is
only exempt on purchases for use at the facilitgartion of the facility covered by the
license, or for the activities covered by the IeenAny purchases by the nonprofit
organization for use at facilities not includedhe license or for any other activities of
the nonprofit organization not included in the fise are not exempt from the Nebraska
sales and use tax.

090.01B(1) A nonprofit home health agency licenseder the Health Care
Facility Licensure Act of the Nebraska Revised @&g; and

090.01B(2) An organization operating a licensedpiazsor providing hospice
services or respite care services licensed unegrd#alth Care Facility Licensure
Act of the Nebraska Revised Statutes.

090.01C The following nonprofit organizations asempt on all purchases.
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090.01C(1) A nonprofit organization providing sees exclusively to the blind;
and

090.01C(2) The State Fair Board.

090.02 The nonprofit organization seeking exenmpliom payment of sales and use tax
must complete a Nebraska Exemption ApplicationrSfales and Use Tax, Form 4, accompanied
by the necessary supporting documentation. Exemgptaoe granted to organizations listed under
Reg-1-090.01A through Reg-1-090.01C(2) , based mresentation of factual documentation. In
those instances where licensure is a requirenfenstate agency responsible for issuing that
license will be contacted. Organizations approwedcekemption from payment of sales and use
tax are issued an Exempt Organization CertificAtexemption. This certificate assigns the
organization an exemption number (05-XXXXXXX) whiafust be used in claiming its
exemption.

090.03 The organization must give its supplierebbidska Resale or Exempt Sale
Certificate, Form 13, as proof of its exempt staBextion B of this certificate, or an approved
substitute form, shall be completed in accordantle Reg-1-014, Exempt Sale Certificate.

090.04 Only the organization issued an Exempt Qzgéion Certificate of Exemption
may make purchases to be used by and for the psmdshe organization without payment of
sales or use tax. Affiliated or subsidiary orgataas, although operating in support of or under
the guidance of an exempt organization, may nothesexempt organization's exemption
certificate. The affiliated or subsidiary organieatmust apply for its own certificate. The
affiliated or subsidiary organization may or may qoalify for its own exemption.

090.04A The sales and use tax exemption does henexo a person purchasing
property to be given or donated to an exempt orgaioin. For an item to be purchased
exempt, the person must donate the funds, andrffaization must purchase the item.
A retailer donating inventory to an exempt orgatais required to pay the use tax on
the item donated.

090.04B An exempt organization engaging in consisanor repair projects will receive
the benefit of its tax exempt status by complyinthwhe provisions of Reg-1-017,
Contractors. Organizations that must be licensdgttexempt must pay tax or have the
contractor pay tax on all building materials fonstruction or repair performed before
licensing. After licensing, the organization mayhpor a refund.

090.05 A nonprofit organization is required toleol sales tax on sales made by the
organization, with the exception of those salesv@amated in Reg-1-012.02A. Even an
organization exempted from payment of sales andaxsander Reg-1-090.01 above, is required
to collect sales tax on its sales of property agtises to the general public or to the members of
the organization.”

090.05A Organizations making sales of propertyeovises of a type subject to the sales
tax must apply for a Nebraska Sales Tax Permitcatidct sales tax on the gross receipts
from such sales. When the organization purchaseprtbperty for resale, it shall
complete Nebraska Resale or Exempt Sale Certifi€aten 13, section A, and give it to
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its supplier. This certificate, or an approved sioe form, shall be issued in accordance
with Reg-1-013, Sale for Resale-Resale Certificate.

090.06 When a nonprofit organization charges fiuna-raising event that includes
either food or entertainment, recreation, or ames#and the charge is combined with the
solicitation of a contribution, the portion of taenount charged representing the fair market
value of what is received is a retail sale. Theaaization shall determine the amount properly
attributable to the fair market value in advance simall clearly indicate that amount on any
ticket, receipt or other evidence issued in conoaatith the payment. If the charge for fair
market value and the contribution amount are npaisgely stated, the total charge is taxable.

090.06A If there is no fair market value determitgdhe organization, and there is
more than one ticket price, and all purchasersve®ibstantially the same benefits, the
price of the lowest price ticket shall be presurteete the fair market value of all tickets
sold.

090.07 Charges by committees registered with tliéidal Accountability and Disclosure
Commission, or committees for candidates for feldefface, for admission to or for meals or
food served at political fund-raising events areragt.

090.07A All other sales of property by committesthier than committees for candidates
for federal office, are taxable.

090.07B Committee as used in Reg-1-090.07 inclbdéist question committees,
candidate committees, independent committees, alitecal party committees.

(Sections 77-2704.10 and 77-2701.33, R.R.S. 2083 section 77-2704.12, R.S.Supp., 2005
March 7, 2006.)

REG-1-091 RELIGIOUS ORGANIZATIONS

091.01 Organizations created exclusively for relig purposes will be exempt from
payment of the Nebraska sales and use tax aft@rgjamization has applied for and received a
Nebraska Exempt Organization Certificate of Exeopfrom the Nebraska Department of
Revenue. This certificate assigns the organizatioaxemption number (05-XXXXXXX) which
must be used in claiming its exemption.

091.02 The organization must give its supplieredofdska Resale or Exempt Sale
Certificate, Form 13, as proof of its exempt sta(Reg-1-014, Exempt Sale Certificate)

091.02A Only the organization issued an Exempt @imgdion Certificate of Exemption
may make purchases to be used by and for the psmdshe organization without
payment of sales or use tax. Affiliated or subsi@ganizations, although operating in
support of or under the guidance of an exempt azgéion, may not use the exempt
organization's exemption certificate. The affilchter subsidiary organization must apply
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for its own certificate. The affiliated or subsidiaorganization may or may not qualify
for its own exemption.

091.02B The sales and use tax exemption does tetcio a person purchasing
property to be given or donated to an exempt orgdioin. For an item to be purchased
exempt, the person must donate the funds, andrgamization must purchase the item.
A retailer donating inventory to an exempt orgatais required to pay the use tax on
the item donated.

091.02C An organization engaging in constructionepair projects will receive the
benefit of its tax exempt status by complying vittke provisions of Reg-1-017,
Contractors.

091.03 An organization that meets the followingecra will be considered as created
exclusively for religious purposes. The specifices of a particular religion will not be
compared or considered by the Nebraska Departni¢tg\wenue when reviewing an application
for tax exempt status.

091.03A The organization must affirmatively establits right to exemption by
demonstrating that it is organized and is beingaieel exclusively for religious
purposes. The applicant must also demonstratét tkairganized and operated in
accordance with the basic principles of charitynére restatement of applicant's
corporate charter or a statement of its propostdtaes will not suffice.

091.03B Its net earnings cannot be used for prigate or benefit. Upon dissolution, all

assets and accumulated earnings must be distribuadorganization exempt under

section 501(c) of the Internal Revenue Code.

091.03C Exempt tax status will be granted by thpddenent only if the applicant's

operation and activities are described in sufficeatail to require a conclusion that the

organization has met the requirements.

091.04 Each application will be examined by the@&é&ment to determine the primary or
dominant purpose for which the organization hasloeeated, if that purpose is religious and
charitable, and if that purpose is being carrietlimthe operations of the organization.

091.05 In reviewing applications from religiouganizations, the Department may
examine certain criteria, including, but not lingit®, the following. No single criterion is
controlling when making a determination of tax epéstatus.

091.05A A distinct legal existence.

091.05B A recognized creed and form of worship.

091.05C A definite and distinct ecclesiastical goveent.

091.05D A formal code of doctrine and discipline.
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091.05E A distinct religious history.

091.05F A membership not associated with any a#legious organization or
denomination.

091.05G A complete organization of ministers maristg to its congregations.

091.05H Ministers selected after completing présaticourses of study.

091.05I A literature of its own.

091.05J Established places of worship.

091.05K Regular congregations.

091.05L Regular religious services.

091.05M Schools for the religious instruction of young.

091.05N Schools for the preparation of its minsster

091.06 If the Department determines that the apptiis a religious organization, it may
have other purposes which are incidental when comap@ its predominantly religious purposes

or goals. In such instances, the applicant maatgfy all of the criteria set out above.

091.07 A religious organization must collect taxsales to the general public or to its
members. A religious organization may make thefoihg sales without collecting the tax.

091.07A A religious organization may sell meals d&tinction of the religious
organization. The activity will be considered agielus organization function if it is
primarily for the members of organization.

091.07B A religious organization may have one ahsak that is not taxed.

091.07B(1) The sale must be at an activity of ggious organization, but it
does not have to take place at the religious orgéinn.
091.07B(2) The sale may last up to three consezuldys.

091.07B(3) The religious organization may haveassistance of an auctioneer at
this sale without having to collect the tax on itleens sold.

091.07B(4) The religious organization may sell amyg it owns at its sale, except
a motor vehicle, trailer, or semi-trailer. The i®may be new and made
especially for the sale, or they may be donatdtdarganization for the sale.

091.08 Any religious organization may purchaseoprty for resale. They shall issue a
Nebraska Resale or Exempt Sale Certificate, FornoliBs supplier. (Reg-1-013, Sale for
Resale-Resale Certificate.)
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(Sections 77-2702.09, 77-2703, 77-2704.10, 77-2204nd 77-2706, R.S.Supp. 1993. May 14,

1994.)

REG-1-092 EDUCATIONAL INSTITUTIONS

092.01 The following educational institutions Wik exempt from payment of the
Nebraska sales and use tax after the institutisrapalied for and received a certificate of
exemption.

092.01A A Nebraska public school district;

092.01B A private Nebraska educational instituestablished under Chapter 79, article

16, of the Nebraska Revised Statutes;

092.01C A Nebraska technical community college;
092.01D Nebraska educational service units;
092.01E Nebraska School for the Deatf;

092.01F Nebraska School for the Visually Impaired;
092.01G The Nebraska State College System;
092.01H The University of Nebraska; and

092.01I A conference or other organization if b# imembers of the conference or
organization are exempt from payment of the Nelarasltes or use tax.

092.02 Schools and other educational institutimotdisted in Reg-1-092.01 are not
exempt and must pay the sales and use tax. Thes€een but are not limited to:

092.02A Home schools, other Rule 12 and Rule 18ashand all other educational
institutions not subject to state approval or aditagion;

092.02B Schools, colleges, or universities fromthaostate.

092.03 The educational institution seeking exeompfiom payment of sales and use tax
must complete a Nebraska Exemption ApplicationrSfales and Use Tax, Form 4, accompanied
by the necessary supporting documentation. In thstances where approval or accreditation is

a requirement for an educational institution, trep&rtment of Education may be contacted.

Educational institutions approved for exemptionrirpayment of sales and use tax are issued an

Exempt Organization Certificate of Exemption. Teestificate assigns the institution an
exemption number (05-XXXXXXX) which must be usedciaiming its exemption.



Title 316 NEBRASKA DEPARTMENT OF REVENUE
Chapter 1 SALES AND USE TAX REGULATIONS

092.04 The institution must give its supplier ebiNeska Resale or Exempt Sale
Certificate, Form 13, as proof of its exempt staBextion B of this certificate, or an approved
substitute form, shall be completed in accordantle Reg-1-014, Exempt Sale Certificate.

092.05 Only the institution issued an Exempt Oizion Certificate of Exemption may
make purchases to be used by and for the purpbsies mstitution without payment of sales or
use tax.

092.06 Affiliated or subsidiary organizations, luding student organizations or parent-
teacher-student organizations, although operatirsyipport of or under the guidance of an
exempt institution, may not use the exempt instiis certificate of exemption.

092.06A The sales and use tax exemption does teieéxo a person purchasing
property or services to be given or donated toxamgt institution. For an item to be
purchased exempt, the person must donate the fandghe institution must purchase
the item. A retailer donating inventory to an exeémgtitution is required to pay the use
tax on the item donated.

092.06B An exempt institution engaging in constucbr repair projects will receive

the benefit of its tax exempt status by complyinthwhe provisions of Reg-1-017,

Contractors. Organizations that must be licensdgttexempt must pay tax or have the

contractor pay tax on all building materials fonstruction or repair performed before

licensing. After licensing, the institution may thapply for a refund.

092.07 An educational institution is required tdiect sales tax on sales of property and
services made by the institution to the generalipwn to the members of the institution. The
educational institution may make the following salathout collecting tax. An organization
approved by the educational institution may maleesles specified in the following
subparagraphs without collecting tax.

092.07A Admissions charged by public or privateredatary or secondary schools or
school districts;

092.07B Admissions charged by student organizatiomsarent-teacher associations to
an event or activity in a public or private elenaytor secondary school during the
regular school day or at an approved function efdthool;

092.07C Meals and food products, including softkiiand candy, served during the
regular school day or at school functions not apethe general public, sold by:

092.07C(1) An elementary or secondary school coalcistrict;

092.07C(2) A student organization or parent-teaelssociation of an elementary
or secondary school; and

092.07C(3) An institution of higher education, paldr private.
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092.07D Concession sales of food by elementarysandndary schools at events
including those open to the public;

092.07E Sales by parent-booster clubs, parent¢eadsociations, parent-teacher-
student associations, or school-operated store®egh by elementary or secondary
schools if the proceeds are used to support s@ubivities or the school itself;

092.07F The occasional rental of rooms or accombmtaregularly used to house
students in dormitories or facilities operated hyeducational institution established
under Chapter 79 or 85 of the Nebraska Reviseditgtat

092.08 Organizations making sales of propertyeorises of a type subject to the sales
tax must apply for a Nebraska Sales Tax Permitcatidct sales tax on the gross receipts from
the sale. When the institution purchases the ptgpar resale, it shall complete a Nebraska
Resale or Exempt Sale Certificate, Form 13, sedioand give it to its supplier. This certificate
or an approved substitute, shall be issued in decme with Reg-1-013, Sale for Resale-Resale
Certificate.

(Section 77-2704.10, R.R.S. 2003 and sections D422 and 77-2704.25, R.S.Supp., 2005.
March 7, 2006.)

REG-1-093 GOVERNMENTAL UNITS

093.01 Governmental units are only exempt if thegy specifically listed in either 093.04
or 093.05 of this regulation. Provisions concerrsobool districts are discussed in Reg-1-092,
Educational Institutions. Governmental units areassigned exemption numbers.

093.02 Employees of governmental units are nomngxeThe employees are not exempt
even when the governmental unit will be reimburgimgm for expenses incurred, such as travel
expenses.

093.03 An exemption from sales and use tax has ¢pemted to the United States
government, (see Reg-1-072, United States GovernamehFederal Corporations, for
organizations considered a part of the United Stgdeernment)

093.04 An exemption from sales and use tax has ¢pemted to the following units of
government. The exemption granted to any governahenit in this subsection does not include
any departments or portion of the governmentaltinait sells electricity, gas, heat, or water. The
governmental unit will be taxed the same as angrathkility company. (Reg-1-066, Sewer and
Water, and Reg-1-089, Energy Source Utility Exeompdi The exempt units are:

093.04A The State of Nebraska,

093.04B A Nebraska drainage district;

093.04C A Nebraska county;
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093.04D A Nebraska elected county fair board;
093.04E A Nebraska county library;
093.04F A Nebraska township;
093.04G A Nebraska city;
093.04H A Nebraska municipal library;
093.041 A Nebraska village;

093.04J A Nebraska airport authority;
093.04K A Nebraska natural resource district; and

093.04L A Nebraska rural or suburban fire protectigstrict.

093.05 An exemption from sales and use tax has gented to the following units of
government. The exemption granted to any governahenit in this subsection includes any
departments or portion of the governmental unit siedls electricity, gas, heat, or water, and
applies to any such activities performed by theegomental unit.

0093.05A A Nebraska irrigation or reclamation dittrand

0093.05B The irrigation district of any Nebraskadloupower and irrigation district.

093.06 All governmental units not listed in 093d4093.05 must pay the tax.
Governmental units that must pay the tax include aoe not limited to:

093.06A County agricultural societies;
093.06B County historical societies;
093.06C Housing authorities;
093.06D Railroad transportation safety districts;
093.06E Rural water districts;
093.06F Sanitary and improvement districts;
093.06G Other states and units of government iercttates;
093.06G(1) Other states and units of governmens$hear states are exempt on

the purchase of industrial equipment in this stateyided the other state grants a
similar exemption to Nebraska and its units of goweent; and
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093.06H Weed districts.

093.07 Organizations such as the following whighrat governmental units but which
may assist in performing governmental functionstaxable:

093.07A Volunteer fire departments;

093.07B Corporations created under the NebraskaiéfinCorporation Act of the
Nebraska Revised Statutes;

093.07C Institutions chartered or created undezrigcauthority, but not directly
operated and controlled by the United States gonem; and

093.07D Organizations using funds or grants fravegnmental entities.

093.08 An organization established under the Nsdarénterlocal Cooperation Act by
exempt governmental units may make purchasessfoisg¢ without payment of tax. If any of the
members are not exempt, then the organizationtiexempt on any of its purchases.

093.09 An enumerated governmental unit makinglmses must issue its suppliers a
Nebraska Resale or Exempt Sale Certificate, Fornsd@&ion B. An enumerated governmental
unit will receive the benefit of its exemption oonstruction or repair projects by following the
provisions of Reg-1-017, Contractors.

093.10 All governmental units of the state willleot tax on their sales.

093.11 Sales by agencies and corporations oftlerél government are not exempt. The
tax shall be collected and remitted by such agem@prporation unless such collection is
specifically prohibited by federal law.

093.11A If collection of the tax is prohibited bgderal law, the purchaser shall pay the
tax directly to the Department of Revenue.

093.12 Any governmental unit may purchase propertyesale. It shall issue a Nebraska
Resale or Exempt Sale Certificate, Form 13, sediao its supplier. (Reg-1-013, Sale for
Resale-Resale Certificate).

(Section 21-1901, , R.R.S. 1997, and sections DA2AB, 77-2704.16, 77-2704.17, 77-2704.18,
77-2704.19, and 77-2704.20, R.R.S. 2003. Octoh2003.)

REG-1-094 AGRICULTURAL MACHINERY AND EQUIPMENT REFU ND
094.01 For the purposes of this regulation, tiieviong definitions will be used.

094.01A Agricultural machinery and equipment sha#an tangible personal property
that is used directly in the cultivating or harwegtof a crop, the raising or caring for



Title 316 NEBRASKA DEPARTMENT OF REVENUE
Chapter 1 SALES AND USE TAX REGULATIONS

animal life, or the collecting or processing ofagricultural product on the farm or
ranch.

094.01A(1) Agricultural machinery and equipmentsloet include office
equipment, registered or unregistered motor vehialell-drilling equipment,
handling or processing equipment for agriculturalducts not on a farm or ranch,
or any building or fixture.

094.01B Commercial agriculture is the businessrofipcing food products, or other
useful and valuable crops, or raising animal [ifee crops or animal life can either be
sold or used by the grower to produce other pradiactsale. Commercial agriculture
includes commercial production in greenhouses,anigs, tree farms, sod farms, and
feedlots. Commercial agriculture does not inclueagye of products off the farm or in
commercial elevators, or animal life in stockyaodsale barns.

094.01C Depreciable means agricultural machinedyequipment which has a
determinable life of longer that one year.

094.01D Purchase is a transfer of title or possadsir a consideration. The purchase

may occur by sale, conditional sale, sale at anctio a lease or rental for thirty days or

more.

094.02 The purchaser is entitled to a refund efMebraska and local option sales and
use tax paid on the purchase if the item purchasszts all of the following criteria. If any of the
criteria are not met, the purchaser is not alloaedfund.

094.02A(1) The item purchased is agricultural maehy and equipment and it
was purchased on or after January 1, 1992, and before December 31, 1992;

094.02A(2) The item purchased is a repair or reptsnt part and it was
purchased on or after January 1, 1993;

094.02B The machinery and equipment is deprecaaperty or the repair and
replacement part is itself a separate deprecigdie; iand ;

094.02C It is used in commercial agriculture.

094.03 The purchase is exempt from the Nebrasttdogal option sales and use tax if
the item purchased meets all of the following ciatelf any of the criteria are not met, the
purchaser is not entitled to an exemption:

094.03A The item purchased is agricultural maclyirzerd equipment;

094.03B It is used in commercial agriculture;

094.03C It was purchased on or after January 13;18%

094.03D The purchaser properly completes the F&AG.
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094.04 The machinery and equipment was purchased after January 1, 1992, if:

094.04A For machinery and equipment owned by thiehaser, if the sales contract was
signed, title transferred, and the property wasrdegd on or after January 1, 1992.

094.04B For machinery and equipment leased by uhehpser, if the lease was executed
and the right to use the equipment was on or détevary 1, 1992.

094.05 The machinery and equipment was not puechas or after January 1, 1992, if:
094.05A The machinery and equipment was deliveriat fo January 1, 1992.

094.05B It was depreciated by the purchaser fametax for a year ending prior to
January 1, 1992.

094.06 For determining dates other than Januat992, use paragraphs 094.04 and
094.05 of this regulation and substitute the appabg date in place of January 1, 1992.

094.07 The purchaser shall file the claim for nefwf the sales tax paid on forms
prescribed by the Tax Commissioner. The claim rbadiled within three years of the payment
of the tax.

094.07A Separate forms shall be used for agricailtonachinery and equipment that is
located in different counties, for purchases fraffecent retailers, or for different leases.

094.08 The retailer or lessor, or agent of thedesshall certify the collection of the sales
tax from the purchaser on the refund claim fornthé sale is rescinded and the machinery and
equipment is returned to the seller, the retaildrnet refund the sales tax collected to the
purchaser. The purchaser will have to obtain ancefuom the Nebraska Department of Revenue.

094.09 The lessee of agricultural machinery andpggent who is paying the sales tax
along with the lease payments may file for a refhefbre the end of the lease. A claim may be
made for the sales tax paid on the lease aftgraiiments have been made.

094.09A No more than two claims for a single leagkebe accepted during a calendar
year.

094.09B The Tax Commissioner may waive the cedtiion by the lessor after the first
claim has been filed for leased equipment.

094.09C No claim may be filed for machinery andipment leased before January 1,
1992, regardless of when the tax is paid.

(Section 77-2708, and 77-2708.01, R.S.Supp, 19%8. M, 1994.)
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REG-1-095 MOLDS, DIES, AND PATTERNS

095.01 Sales of molds, dies, and patterns are eddeomp tax when all of the following
conditions are met:

095.01A The mold, die, or pattern is designed afui¢ated to the special order of a
customer,

095.01B The mold, die, or pattern is built speaifiig for the manufacture of a single
product; and

095.01C The mold, die, or pattern is used to preaguproduct which is either injection
molded from plastic or stamped from metal.

095.02 A mold or pattern is a form containing gatese impression into which a
softened or fluid material is injected to achieyereadetermined shape.

095.03 A die is a tool mounted on a press andistsnsf a pair, or a combination of pairs,
of mating members which shape or cut metal.

095.04 Injection molding is a process whereby teneel quantity of a heated and
plasticized material is injected under pressure anmold and allowed to solidify. The
manufacturing processes of rotational molding,esttm, compression molding, or blow
molding do not qualify as injection molding.

095.05 Metal stamping is the process in which metshaped by pressing a die or series
of dies against the metal. The process can inadpe@eations which blank, punch, bend, iron,
redress, emboss, flange, trim, or otherwise shapenetal.

095.06 The exemption for molds, dies, and pattéogs not include the machinery or
equipment to which the molds, dies, or patterncarmected or attached. The exemption does
not apply to the purchase of raw materials or imhligl parts which will be fabricated into a
mold, die, or pattern where the fabricator is cdestd the final consumer of the mold, die, or
pattern.

095.07 The exemption applies to charges for moatihins made to a qualifying mold,
die, or pattern or to any repair or replacementspaira qualifying mold, die or pattern.

(Section 77-2704.40, R.R.S. 1996. November 11, 3998

REG-1-096 MOTORBOATS

096.01 The provisions of this regulation applgates of motorboats made on or after
January 1, 1997. Motorboat as used in this regariaghall mean any watercraft included under
Section 37-1204 of the Nebraska Revised StatutesyEnotorboat dealer in Nebraska is
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required to obtain a sales tax permit for eacheptEdusiness in this state even though they
make no sales other than sales of motorboats. &alerdshall file a tax return reporting gross
sales in the same manner as all other retailers.

096.01A Motorboats means any watercraft propelied permanently or temporarily
attached motor and shall include, among others) opelosed bow outboards, inboards,
inboard/outboard boats, personal watercraft (jet, skave runners), air boats, cabin
cruisers, houseboats, pontoons, canoes, jon lszdtbpats, and rowboats.

096.01B If a trailer is sold with a motorboat, tesmler must separately state the selling
price of the trailer on the purchaser’s invoice amish the purchaser with a Nebraska
Sales/Use Tax and Tire Fee Statement for Motordlehiand Trailer Sales, Form 6, for
the trailer.

096.02 The sales and use tax imposed upon thefsalmotorboat shall be the liability of
the purchaser and the tax shall be collected bgalaty treasurer or other designated county
official at the time the purchaser makes applicafar registration of the motorboat for operation
in this state. If the purchaser retains such matatrin this state and does not register it for
operation within thirty days of the purchase d#te,tax shall be paid immediately to the county
treasurer or other county official. If the tax st paid within thirty days of the purchase date, th
county treasurer or other designated official stallect the tax, interest from the thirtieth day
until the date of payment, and a penalty of fivélate ($5.00).

096.03 The dealer or seller is not authorizedoltect the tax on the sale of motorboats
but shall, at the time of the sale, state on thesgavoice the dollar amount of the tax and funnis
the purchaser a Nebraska Sales and Use Tax Statméfotorboat Sales, Form 6MB.

096.03A The tax due shall be computed on the diffee between the total sales price
and the total of any trade-in allowance for anothetorboat taken by any person and
any rebates used to reduce the selling price aiitterboat.

096.03A(1) The selling price of a motorboat inclsdbarges for the boat, motor,
destination fees, import custom fees, documentgasing fee, and warranty
transfers. The selling price also includes chafgeaccessories, and service and
maintenance agreements unless such charges arategpmvoiced. When these
charges are separately invoiced the dealer or sglects and remits sales tax on
these charges.

096.03B All information requested by the Nebraslegp&tment of Revenue must be
furnished and a copy of each Form 6MB must be teetite Nebraska Department of
Revenue by the seller at the time the sales antbxseturn is filed. Any dealer or seller
who fails or refuses to furnish such informationyrbe found guilty of a misdemeanor
and shall, upon conviction, be punished by a fiheat less than twenty-five dollars
($25.00) nor more than one hundred dollars ($1QGdCeach offense.

096.03C Any dealer or seller who willfully prepaiefalse or fraudulent sales or use tax
return or Form 6MB may be found guilty of a Cla¥sfélony and shall, upon conviction,
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be fined not more than ten thousand dollars ($100@W), or be imprisoned not more than
five years, or both.

096.03D Any purchaser, or agent thereof, who cotaepldlebraska Sales and Use Tax
Statement for Motorboat Sales, Form 6MB, claiminggaemption for any purchase
which is not exempt from sales and use tax undgroses 77-2701 through 77-27,135 of
the Nebraska Revised Statutes, shall be subjecpemalty of one hundred dollars
($100.00) or ten times the tax, whichever amoutdriger. Any purchaser, or agent
thereof, who fraudulently signs a Form 6MB with thiention to avoid payment of the
tax may, in addition to the above penalty, be foguaity of a class IV misdemeanor.

096.03E Any seller who willfully understates theamt upon which the sales tax is due
shall be subject to an administrative penalty af trousand dollars ($1,000.00).

096.04 County treasurers or other designated gaifitials are appointed as sales and
use tax collectors for all sales of motorboats naatside of this state to purchasers and users of
motorboats required to be registered in this sfidte.county treasurer, or other designated
county official, shall collect the applicable use from the purchaser of a motorboat purchased
outside of this state at the time application &gistration is made. The full use tax on the
purchase price shall be collected by the counsstreer or other designated county official if a
sales or occupation tax was not paid by the pussthaghe state of purchase. If a sales or
occupation tax was lawfully paid in the state ofghase at a rate less than the tax imposed in
this state, use tax must be collected on the diffee as a condition for registration in this state.

096.05 The purchase of a licensed motorboat maxémpt for any of the following
reasons:

096.05A If the owner of a motorboat is, or wasparesident of this state and establishes
as a fact that he or she purchased the motorbtsitlewf this state and there registered
and titled the motorboat, then the use tax is equired for licensing or registering in this
state;

096.05B The motorboat is purchased for the purpbsenting or leasing with the rental
or lease payment set at a fair market value, amgbtinchaser holds a sales tax permit so
as to remit tax on the lease or rental receipts;

096.05C The motorboat is a gift to the applicantezeived through inheritance and tax
was previously paid by the donor or prior owner;

096.05D The purchase of the motorboat is exempemupdragraphs 012.02C or 012.02D
of Reg-1-012, Exemptions;

096.05E The motorboat is sold pursuant to an ognatsale as set out in Reg-1-022,
Occasional Sales.

096.06 If the purchase of a licensed motorboakémpt for any of the reasons in
paragraph 096.05, the county treasurer or othegm®ed county official may, after obtaining a
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properly completed Form 6MB accurately identifyig basis of exemption, complete the
registration without collecting the tax.

096.07 The lessor of a motorboat must collecotakhe gross receipts from rental or
lease of a motorboat which is registered for op@mawithin this state and which is rented or
leased for periods of one year or more or whiateig/ered by the lessor within this state and is
rented or leased for a period of less than one year

096.08 A rebate received by the purchaser fronaaufacturer after the sale does not
reduce the sales and use tax base. The retailngncains at the amount agreed upon at the time
of the sale which is the amount upon which thentast be collected.

096.08A A rebate received from a manufacturer iased to reduce the selling price of

the motorboat reduces the sales and use tax basbate is used to reduce the selling

price of the motorboat when it is transferred t® dlealer at the time of the sale and is

shown on the sales invoice as a price reductiomighpayment, or a down payment.
(Section 77-2703(1)(j), R.S.Supp., 1998, and sestit¥-2702.07, 77-2702.09, and 77-2702.17,
R.R.S. 1996. November 11, 1998.)

REG-1-097 DIRECT PAYMENT PERMIT

097.01 Companies issued a direct payment permitathorized to pay the proper
Nebraska and local option tax on certain purchdsestly to the Nebraska Department of
Revenue in lieu of paying the sales tax to theesell

097.02 Application for a direct payment permit é@nmade by completing a Nebraska
Application for Direct Payment Authorization, Fo@ADP, and paying the nonrefundable $10.00
application fee. Upon approval of the applicatiamlirect payment permit will be issued.

097.03 In order to qualify for a direct paymentme, the applicant must meet the
following conditions:

097.03A The company must have annual taxable psesha Nebraska of personal
property and services totaling at least three omltlollars in order to qualify for a direct
payment permit. Taxable purchases excludes thashases for which a resale
certificate could be used.

097.03B The company must demonstrate that its sysfeaccruing tax on purchases is
adequate for accruing tax on all taxable purchases.

097.03C The company must agree to accrue and psgle$ and use taxes to the
Nebraska Department of Revenue on or before the &5t of the month following the
date of purchase, lease, or rental.

097.03D The holder of a direct payment permit iserditled to any collection fee on
those taxes due on taxable purchases purchasedthadérect payment permit.



Title 316 NEBRASKA DEPARTMENT OF REVENUE
Chapter 1 SALES AND USE TAX REGULATIONS

097.03E The holder of a direct payment permit canse the permit in connection with
the following transactions:

097.03E(1) Cash purchases;

097.03E(2) Purchases of motor vehicles and motéshoa
097.03E(3) Purchases of lodging and related sesyvice
097.03E(4) Purchases of food or beverages;
097.03E(5) Purchases of admissions; and

097.03E(6) Purchases for resale.

097.03F The company accepts responsibility forbysany other company to which the
direct payment permit has been delegated.

097.04 The holder of a direct payment permit nustish a copy of the direct payment
permit to each seller from whom the holder purctidagable personal property and services on
which an exemption is claimed.

097.04A The holder of a direct payment permit nfustish a copy of the direct payment
permit to each seller at least once every threesyea

097.04B The holder of a direct payment permit nkestp a current list of all sellers from
whom purchases are made under the direct paymenitpand, upon request of the Tax
Commissioner, must submit such list for examination

097.04C If the permit is revoked or relinquishée holder of the permit must notify all
sellers given copies of the permit that the persnito longer valid.

097.05 The receipt of a direct payment permit ftbmpurchaser relieves the seller from
the obligation to collect tax on taxable sales.ofpycof the direct payment permit must be
maintained in the records of the seller.

097.05A The holder of a direct payment permit msg the permit to make tax-free
purchases of computer software delivered electatlgiadigital goods, or services that
will be concurrently available for use in more th@re jurisdiction. Tax will be remitted
based the requirements of Reg-1-104. A certifichExemption for multiple points of
use will not be required for such purchases.

097.05B The holder of a direct payment permit mag ase the permit to make tax-free
purchases of direct mail as defined in Reg-1-1@& Will be remitted based on the
requirements of Reg-1-105. A certificate of exemptior direct mail will not be required
for such purchases.
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097.06 The tax that is remitted by a company dsudirect payment permit is a sales
tax. The company issued a direct payment permitataclaim an exemption under Reg-1-
02.04E on items purchased from any Nebraska lickssker or from any seller engaged in
business in Nebraska.

097.06A Items purchased under the special permidsiter of exemption for certain
common carriers as provided in Reg-1-015 and deld/én Nebraska are not subject to
sales and use tax when shipped outside Nebraskalevegh the same company has
been granted the authority to operate under thé@goos of the direct payment permit
program for sales and use tax purposes.

097.07 The direct payment permit can be delegatetiother company in which the
holder of the permit has at least an 80% ownership.

097.08 The Tax Commissioner may revoke a diregingat permit any time the holder
of the permit no longer qualifies for the issuanta permit, fails to comply with the conditions
under which the permit was granted, or for any othason constituting the misuse of the permit.

(Sections 77-2705, 77-2705.01, 77-2705.02, and70623, R.R.S. 2003, and sections 77-
2703(1)(f) and 77-2703.02, R.S.Supp., 2004. Afzjl2005.)

REG-1-098 BUILDING CLEANING AND MAINTENANCE
098.01 Gross receipts from building cleaning amihbenance services are taxable.
098.02 Building cleaning and maintenance senviicglsde both interior and exterior
cleaning of commercial and residential buildingsmes, apartments, outbuildings, and
agricultural buildings.
098.03 Building cleaning and maintenance senviocgsde:
098.03A Cleaning and maintenance of tangible peigmoperty located in a building,
and fixtures or any property annexed to real esteteis attached to, is a part of, or is
enclosed in, a building; and

098.03B Cleaning and maintenance services perfoaftedfires, floods, or other natural
disasters.

098.04 Building cleaning and maintenance seruvittesot include:

098.04A Repairs to fixtures or property annexecetd estate; (See Reg-1-017 for the
taxation of repairs to fixtures or annexed propgrty

098.04B Cleaning of annexed property that is natcaed to, a part of, or enclosed in, a
building.
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098.05 Service contracts that provide for buildifeaning or maintenance service are
taxable. (Reg-1-074, Warranties and Guarantees.)

098.06 Charges to property owners by property gamant companies that include
building cleaning and maintenance services astsop#ineir management services are not
taxable. Any additional charges to the property ewfor building cleaning and maintenance
services are taxable. Property management compargdbhe consumers of building cleaning
and maintenance services they purchase for bugdimgy manage.

098.07 A building cleaning and maintenance serpro&ider must pay sales or use tax
on all purchases of materials, equipment, and sgphcluding trash can liners, paper products,
soap, and waxes, used to provide his or her clgaand maintenance services.

098.08 Buildings and fixtures are defined in Re@1¥, Contractors.

(Section 77-2702.07, R.R.S. 2003. October 1, 2003.)

REG-1-099 MOTOR VEHICLE SERVICES

099.01 Gross receipts from certain services pexddron motor vehicles are subject to
tax. The taxable services include motor vehicleibgywmotor vehicle washing and waxing,
motor vehicle painting, and the installation of@gsories or equipment on motor vehicles.

099.02 Motor vehicles as used in this regulatioadlsmnean automobiles, trucks, trailers,
semitrailers, and truck tractors as defined ini8ead0-301 of the Nebraska Revised Statutes.

099.03 Motor vehicle towing.

099.03A Motor vehicle towing includes, but is nimtited to, towing or transporting a
vehicle from one location to another location, rrang a vehicle from a ditch, or
uprighting an overturned vehicle.

099.03A(1) Charges for towing of common carrierigkds are taxable.

099.03B Motor vehicle towing does not include tbeihg of other property or vehicles
that are not defined as motor vehicles, or thevdgfiof inventory motor vehicles to a
licensed motor vehicle dealer.

099.03C The charge for motor vehicle towing is tdgaf the motor vehicle is delivered
in Nebraska. The charge for towing a motor vehiet&ed up in another state and
delivered in Nebraska is taxable in this state. dierge for towing a motor vehicle
picked up in Nebraska and delivered in anothee ssabot taxable in this state.

099.04 Motor vehicle washing and waxing.
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099.04A Motor vehicle washing and waxing includesshing or cleaning, waxing,
polishing, or detailing the interior or the exteraf a motor vehicle.

099.04A(1) Charges for washing or waxing of comroarrier vehicles are
taxable.

099.04A(2) Charges for washing or waxing of inveptmotor vehicles of
licensed motor vehicle dealers are taxable.

099.04B For the proper calculation of the tax fromm-operated wash facilities see Reg-
1-031, Coin-operated Machines.

099.04C Any person providing motor vehicle washamg waxing services must pay
sales or use tax on all purchases of materialspeent, and supplies, including towels,
soaps, and waxes, used to provide his or her sstvic

099.05 Motor vehicle painting.

099.05A Motor vehicle painting includes, but is hotited to, refinishing, sealing, or
applying rust protection or clear coat to motoriekls.

099.05A(1) Motor vehicle painting also includes talor and services necessary
to prepare the vehicle, or parts of the vehicle pfinting or to clean the vehicle
after painting.

099.05A(2) Motor vehicle painting does not inclutle replacement of parts or
any repairs to a motor vehicle other than the regiahe finish or coatings on the
vehicle.

099.05B Any person providing motor vehicle paintgsggvices must pay sales or use tax
on all purchases of materials, equipment, and sgphcluding sandpaper, compounds,
tape, and cleaners, used to provide his or heicgstv

099.06 Installation of accessories or equipment.

099.06A The charges for the installation of accaes®r equipment on a motor vehicle
are taxable.

099.06A(1) The installation of accessories or eaugipt on a motor vehicle
includes, but is not limited to, adding a radioG player, running boards, trailer
hitches, bed liners, window tinting, or a moon roof

099.06B The installation of accessories or equigrders not include the replacement of
a nonfunctioning part or component of the motorncehwith a comparable part or
component.
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099.06C For the taxability of installation of eqonent for transporting medically
disabled persons, such as wheelchair lifts seelR@809, Medicines and Medical
Equipment.

099.07 Any person providing services on motor e¢elsi must pay sales or use tax on all
purchases of materials, equipment, and supplies toserovide his or her services.

(Section 77-2702.07, R.R.S. 2003. October 1, 2003.)

REG-1-100 PEST CONTROL SERVICES
100.01 Gross receipts from pest control servicesaxable.

100.02 Pest control services are those servitesdad to inspect for, detect, eliminate,
neutralize, or control pests.

100.03 For the purposes of this regulation, pesiade animals that infest buildings,
plants, lawns, and any other property. Pests imglodt are not limited to:

100.03A Spiders, mites, ticks, ants, wasps, anerotisects;
100.03B Termites and other wood infesting organjsms
100.03C Rodents, snakes, birds, or other animads; a
100.03D Grubs and worms.

100.04 Charges by lawn service providers who apest control chemicals are taxable.
A single application containing both pest conttedmicals and other chemicals is taxable.

100.05 A pest control service provider must pdgssar use tax on all purchases of
materials, equipment, and supplies used to pravigler her services.

100.06 Service contracts for pest control servacesdaxable. (Reg-1-074, Warranties and
Guarantees)

100.07 Charges for applying agricultural chemi¢al®nd, crops, or animals in
commercial agriculture are not taxable. (Reg-1-@gjrjcultural Chemicals, and Reg-1-63, Feed
and Water for Animal Life)

(Section 77-2702.07, R.R.S. 2003. October 1, 2003.)

REG-1-101 SECURITY AND DETECTIVE SERVICES

101.01 Gross receipts from providing security datective services are taxable.
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101.02 Security services include those servicgsdtect property from theft, vandalism,
or destruction or to protect individuals from hamoluding physical attack or harassment.
Security services include, but are not limited to:

101.02A Body guard, security patrol, or armoreds&awices;

101.02B Planning for or consulting on security 8&s;

101.02C Training in security measures or trainiagspns or animals to provide security
services; and

101.02D Monitoring and maintenance of securitywwsillance systems, including

installing, testing, cleaning, adjustment, or repéihe equipment. (See Reg-1-017,

Contractors, for taxation of annexation or repéprperty annexed to real estate.)

101.03 Detective services are those services gedvy licensed detectives or licensed
detective agencies in the business of investigatiraptain information for others. Detective
services include, but are not limited to:

101.03A Background, employment, or criminal invgations;

101.03B Surveillance;

101.03C Obtaining evidence, or recovery of losttoten property; and

101.03D Polygraph or voice stress examinations.

101.04 Security or detective services provide@mgmployee to his or her employer are
not taxable.

101.05 Security and detective services providethbystate or a political subdivision of
the state in a governmental capacity are not taxan if a charge is made.

101.05A Security or detective services provideatiduty police officers are taxable
unless the payment is made by a political subdinisi

101.06 A security or detective service provideisthpay sales or use tax on all purchases
of materials, equipment, and supplies used to geoliis or her services.

(Section 77-2702.07, R.R.S. 2003. October 1, 2003.)

REG-1-102 ANIMAL SPECIALTY SERVICES

102.01 Gross receipts from animal specialty sesvare subject to tax, except for animal
specialty services provided to livestock. Anima¢sialty services provided to animal life of a



Title 316 NEBRASKA DEPARTMENT OF REVENUE
Chapter 1 SALES AND USE TAX REGULATIONS

kind, the products of which ordinarily constitut®tl for human consumption or of a kind, the
pelts of which ordinarily are used for human appaue taxable unless these animals are also
livestock as defined in this regulation.

102.01A Livestock means domesticated cattle, horaakes, donkeys, sheep, and swine.

All other animals are not considered livestocktfe purposes of this regulation.

102.02 Animal specialty services include, butraselimited to:

102.02A Boarding or caring for an animal;

102.02B Grooming;

102.02C Training, exercising, or handling;

102.02D Animal waste removal;

102.02E Breeding or insemination services;

102.02F Identification implants; or

102.02G Cremation, burial, or disposal services.

102.03 Animal specialty services do not include:

102.03A Professional services, including hospigdian, by a veterinarian as defined in

Reg-1-078, Veterinarians;

102.03B Breeding or insemination services for ns@nching, farming, commercial, or
industrial uses;

102.03C Impound fees set by local ordinance or amtsoeollected by animal control
agencies for violations of local ordinances.

102.04 An animal specialty provider must pay salegse tax on all purchases of
materials, equipment, and supplies, including slaapflea and tick treatments, and food, used
to provide his or her services.

(Section 77-2702.07, R.R.S. 2003. October 1, 2003.)

REG-1-103 RECREATIONAL VEHICLE PARK SERVICES

103.01 Gross receipts from recreational vehich parvices are subject to tax. The sales
tax will continue to apply even if the service yded for more than thirty (30) days.

103.01A Recreational vehicles include motor hortragders, pickup campers, and any
other vehicle used to live in or for camping.
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103.02 Recreational vehicle park services areetBesvices provided by parks,
campgrounds, mobile home parks, or other placesioff facilities for recreational vehicles.
Recreational vehicle park services include, butnatdimited to:

103.02A Pads or sites for recreational vehicles;

103.02A(1) The charge for the use of a pad orssitable for use by a
recreational vehicle is taxable even if it is ubgdent campers or by persons not
using hook-ups or other amenities.

103.02B Utility hook-ups and dump stations; and
103.02C Showers or other amenities.

103.03 Recreational vehicle park services domzdtde:
103.03A Sites or areas restricted to tents;

103.03B Storage spaces for recreational vehiclesevbiccupancy is not permitted;
103.03C Coin-operated laundry facilities. (Reg-B,0daundries and Dry Cleaners.)

103.04 Recreational vehicle park service provideust pay sales or use tax on all
purchases of materials, equipment, and supplies tosgrovide their services.

(Section 77-2702.07, R.R.S. 2003. October 1, 2003.)

REG-1-104 MULTIPLE POINTS OF USE EXEMPTION

104.01 Sales to business purchasers of digitalgjammputer software transferred
electronically, or services that will be concurkgravailable for use in more than one jurisdiction
are exempt from tax when the purchaser furnishest#icate of exemption for multiple points
of use.

104.01A Purchases of property or services whichheilresold in the purchaser’s normal
course of business cannot be purchased exempaweghtificate of exemption for
multiple points of use.

104.02 Purchasers issuing a certificate of exeamgtr multiple points of use are
responsible for remitting sales tax on the purcheseg any reasonable, consistent and uniform
method of apportioning the costs among the jurigzhe wherein the digital goods, computer
software delivered electronically, or services@asumed.

104.03 A properly completed certificate of exemptior multiple points of use received
from the purchaser is proof for the seller thatdake is exempt. Certificates are valid until
revoked in writing by the purchaser.
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104.04 The Nebraska Department of Revenue willgeize only the Streamlined Sales
Tax Program (SSTP) certificate of exemption fortiplé points of use or a previously approved
substitute for this certificate. To be properly gleted, the certificate must include all of the
following:

104.04A ldentification of both purchaser and retafseller) including type of business
engaged in by purchaser;

104.04B Consumer’s use tax or sales tax permit eummbpurchaser;

104.04C ldentification of digital goods, computeftware delivered electronically, or
services purchased. A single purchase certifidatedovers a single sales transaction
must describe the specific good or service purchasdlanket certificate must contain a
general description of the goods or services conyrmurchased;
104.04D Authorized signature or other form of auittetion as allowed by the
Streamlined Sales Tax Agreement; and

104.04E Date of issuance.

104.05 Any purchaser, or the agent thereof, whegya certificate of exemption for
multiple points of use to the retailer (seller) &y purchase taxable under sections 77-2701
through 77-2713 of the Nebraska Revised Statubeswéich is purchased for use solely within
one jurisdiction, shall be subject to a penaltgpé hundred dollars ($100.00) or ten times the
tax, whichever amount is larger, for each instavfgeresentation and misuse. The penalty shall
apply to each purchase made while the certificate effect.

104.06 Any purchaser, or the agent thereof, waodulently signs a certificate of
exemption for multiple points of use with intentaeoid payment of the tax may, in addition to
the penalty set out in paragraph 104.06, be founitygf a Class IV misdemeanor.

104.07 The Nebraska Department of Revenue may arakeetain copies of any
certificates of exemption for multiple points okus

(Section 77-2713(5), R.R.S. 2003, and section T32D2, R.S.Supp., 2004. April 12, 2005.)

REG-1-105 DIRECT MAIL

105.01 Direct mail means printed material delidene distributed by U.S. mail or other
delivery service to a mass audience or to addressasmailing list provided by the purchaser or
at the direction of the purchaser when the cotheftems are not billed directly to the
recipients. Direct mail includes tangible persqmalperty supplied directly or indirectly by the
purchaser to the direct mail seller for inclusiarithe package containing the printed material.
Direct mail does not include multiple items of gad material delivered to a single address.

105.02 Sales of direct mail material are exemgiftax when the purchaser furnishes the
seller with a certificate of exemption for direcaim



Title 316 NEBRASKA DEPARTMENT OF REVENUE
Chapter 1 SALES AND USE TAX REGULATIONS

105.02A The purchaser issuing the certificate eneption for direct mail is responsible
for remitting sales tax on material delivered toatons within Nebraska. The tax is due
on the Nebraska portion on or before th® @&y of the month following the close of the
reporting period.

105.02B A certificate of exemption for direct magimains in effect until it is revoked, in
writing, by the purchaser.

105.03 In lieu of a certificate of exemption faredt mail, purchasers of direct mail
material may furnish the seller with delivery infaaition showing the jurisdictions to which the
direct mail is delivered. The seller will colleetxton the gross receipts from the sale of direct
mail material delivered to locations within Nebrask

105.04 A properly completed certificate of exemptifor direct mail received from the
purchaser is conclusive proof for the seller thatgale is exempt.

105.05 The Nebraska Department of Revenue willgeize only the Streamlined Sales
Tax Program (SSTP) certificate of exemption foedirmail or a previously approved substitute
for this certificate. To be properly completed tagtificate of exemption for direct mail must
include all of the following:

105.05A Identification of both purchaser and retafseller) including type of business
engaged in by purchaser;

105.05B Consumer’s use tax or sales tax permit enmbpurchaser. If the purchaser
has no permit number, state the reason;

105.05C Authorized signature or other form of auitaiion as required by the
Streamlined Sales Tax Agreement; and

105.05D Date of issuance.

105.06 Any purchaser, or the agent thereof, whegya certificate of exemption for
direct mail or delivery instructions to the retai(seller) covering purchases which are not for
delivery to a mass audience, shall be subjectpenalty of one hundred dollars ($100.00) or ten
times the tax, whichever amount is larger, for aastance of presentation and misuse. The
penalty shall apply to each purchase made durigehiod the certificate is in effect.

105.07 Any purchaser, or the agent thereof, waodulently signs a certificate for
exemption for direct mail or delivery instructiongh intent to avoid payment of the tax may, in
addition to the penalty set out in paragraph 105 7#ound guilty of a Class IV misdemeanor.

105.08 The Nebraska Department of Revenue may arakeetain copies of any
certificates of exemption for direct mail or anylidery instructions received from the purchaser.

(Sections 77-2701.12, 77-2703.03, and 77-2713(%),R 2003. April 12, 2005.)



